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A DENIAL OF PATINKIN’S 
CONTRADICTION" 


Lange and Patinkin’s recent condemnation of classical monetary 
theory as necessarily either inconsistent or incomplete must be 
reversed because it is based on an incorrect interpretation of various 
types of equations of exchange. 

The Patinkin controversy reads much like the Saving-Equals- 
Investment controversy of some years ago. As in that illustrious 
debate, numerous perplexing issues were raised, and most of them 
can be settled by clarifying the semantics. 


The Classical System 


The minimum requirements for a general equilibrium theory of value 
and money are four: 


(a) The theory ought to determine the quantities exchanged. 


(b) It should determine prices that are economically admissible, 
that is, real, non-negative and finite. 

(c) It should determine both relative and absolute prices. 

(d) It should not conflict with the existence of paper money. 


The “‘classical”’ static theory of value as interpreted by Patinkin 
comprises a real sector which determines relative prices, and a mone- 
tary sector whose sole role is to determine their absolute level. This 
is true both of the micro (or Walrasian) version and of the macro 
(or Casselian) version. Both versions of the theory have been for a 
long time recognized as inappropriate for the real world but their 
logic was not challenged, before Divisia’s essay of 19331. Lange and 


* Thanks are due to Professors L. W. Watkins and R. A. Musgrave for 
criticism. 

1. M.F. Drvista, ‘‘Quelques lacunes de la théorie classique de l’équilibre”’, 
Paper delivered before the Econometric Society, Paris 1932; summary in G. Lut- 
FALLA, “‘Compte-rendu de la deuxiéme réunion européenne de |’Econometric 
Society”’, Revue d’ Economie Politique, xu (1933), p. 178-81. 

















STEFAN VALAVANIS 


352 


Patinkin? more recently objected (and others concurred) that the 
classical two-sector system cannot determine absolute prices without 
violating its own logic. 

The version of the “‘classical’’ system that Patinkin attacks isas 
follows : 


1. There are n real goods (i= 1,...m) and there is more than one individual. 
Let p; be the absolute price of the i#” good. 


u-A. (Walrasian version.) Each individual maximizes his utility, a function defined 
for all combinations of present real goods that he possesses or that he con- 
sumes. Nothing else enters his utility function. In particular, the value of his 
money stock does not enter the utility function. The individual operates 
subject to a budget restraint: the most he can spend is what he receives. 


u-B. (Casselian version.) The aggregate desires of individuals are reflected in one 
market supply schedule S; = S; (p,,... ,) and one market demand schedule 
D; = D; (p,, .-- bn) for each real good. These schedules are functions of 
relative prices only, that is, §; and D; are homogeneous of degree o in the 
absolute prices. This homogeneity simply follows from the nature of the 
individual utility functions. 


Equilibrium is reached at the relative prices which equate all demands to the 
corresponding supplies. 


Ill. 


1v. All exchange is carried on with money, which is not a real good and is neither 
wanted for its own sake nor produced like other goods. In the Walrasian 
system money does not enter the utility functions. In the Casselian system 
it does not possess a demand or supply schedule in the sense that real goods 
possess such schedules. Money is received and paid out merely as an incidental 
intermediate stage in the bartering process. 


2. OskAR Lance, “Say’s Law: A Restatement”, Econometrica, vu (1939), 
p. 172-73; and “‘Say’s Law: A Restatement and Criticism”, in: Studies in Mathe- 
matical Economics and Ec trics by O. LANGE, F. McIntyre, T.O. YNTEMA (eds.), 
Chicago 1942, p. 49-68. 

Don Patinx1n, “Relative Prices, Say’s Law, and the Demand for Money”, 
Econometrica, xvi (1948), p. 135-54; ‘“‘The Indeterminacy of Absolute Prices in 
Classical Economic Theory”, Econometrica, xv (1949), p. 1-27; “‘A Reconsider- 
ation of the General Equilibrium Theory of Money”’, Review of Economic Studies, 
xvii (1950), p. 42-61; “The Invalidity of Classical Monetary Theory”’, Econo- 
metrica, XIX (1951), p. 134-51; “Further Considerations of the General Equili- 
briurn Theory of Money”, Review of Economic Studies, x1x (1952), p. 186-95; 
** Dichotomies of the Pricing Process in Econemic Theory”, Economica, xxt (1954), 
p. 113-28. 
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v. All purchases are made with the proceeds from sales of the same period. All 
sales proceeds are spent on purchases. 


Vv 


— 


. Since all sales are for money, the supply schedules 5S; of all real goods, each 
weighted by its own price, p;, add up to a reflected or mirror-image “demand 
schedule” for money. Letting the subscript m stand for money, the last 
proposition is written as 


D. » pj S;. 
i=l 


Similarly, since all purchases are with money, the weighted sum of all demand 
schedules for real goods defines a mirror-image “supply schedule”’ of money. 
This is expressed 


vu. The amount M of money and its velocity V are fixed. The total worth of 
transactions that the given stock of money performs in a given period is set 
by fixed payments institutions and habits. The fixed nature of V excludes 
any kind of speculative holding or releasing of money. This property is 
called “‘ the Cambridge restriction” or ‘‘ the Cambridge equation”, MV = K, 
where X is a constant. 


vii. The system is frictionless, competitive, etc. 


Customarily the supplies and demands of the n commodities in 
the Casselian system are consolidated into n excess-demand schedules 
by subtracting each of the n supply schedules from the corresponding 
demand schedule. By analogy we can obtain an excess-demand 
schedule for money by netting the mirror-image schedules for money. 
We end up with the following n+ 1 excess demands: 


(1) Xi(pry .-» pn) =Di (pr, «++ pn) —Si(pr, «-- Pn), (i=, ... nym). 


The first n ones are true, or commodity, excess-demands. The 
last one is the mirror-image, or money excess-demand. 


Is there a Mathematical Inconsistency in the Classical System ? 
At some stage of the Patinkin debate it was claimed that the Cam- 


bridge equation contradicted some other equation of exchange. 
People were trying to prove this by exhibiting two mathematically 
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contradictory formulas*. In this section I show that there is no 
mathematical inconsistency. In the next section I turn to the more 
interesting question of ‘“‘economic”’ inconsistency. 

The first step in the argument is to show that the Casselian system 
contains more equations than unknowns. The solution of the Casse- 
lian system (1) is defined as the set of absolute prices pj, .... fn that 
clear all markets: 


(2) Xi(py,-+-fpn) =O (t=1,...0; m). 


Since all the supply and demand schedules for real goods were 
assumed homogeneous of degree zero in the n absolute prices pj,...pn 
we can speak of the n—1 relative prices and rewrite (2) in terms of 
them. The n—1 relative prices fp}, ... Pna_1 are defined by 


(3) fi=Ppilpn (i=1,...n—1). 
Then the set of equations 
(4) X;i(Pi>---Pa-1) =0 (i=1,...m; m), 


(where the X; are new functional operators) is equivalent to the 
set (2). In (4) there are n+ 1 equations but only n—1 unknowns, 
the relative prices, that is, there are two more equations than 
unknowns. 

Such a system as (4) can nevertheless be consistent in the mathe- 
matical sense if for each “surplus” equation there exists an identity 
connecting the equations that make up the system. In the present 
case we need two such identities. These are (a) what is usually 
referred to as Say’s Law for the Market and (b) the identity of the 
mirror-image excess-demand for money. 

(a) Say’s Law for the Market follows from assumptions m1—a and 
v, usually called Say’s Law for the Individual. The latter tells us 


3. ‘Any monetary equation will either be (a) homogeneous or, (b) not homo- 
geneous. It is impossible for (b) to be true, since ... this contradicts the homo- 
geneity assumptions made with reference to the non-monetary equations. There- 
fore (a) must hold... The monetary equation itself is a function of relative prices 
only, and therefore cannot determine absolute prices. We are caught between 
the horns of a dilemma: if the monetary equation is useful (in determining 
absolute prices), then it is inconsistent with the rest of the system; on the other 
hand, if it is consistent with the rest of the system, it is useless”. PAtinkin, ‘‘ The 
Indeterminacy of Absolute Prices in Classical Economic Theory”’, loc. cit., p. 21. 
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that each individual’s total sales equal his total purchases during a 
period, whatever the prices (absolute or relative) that confront him. 
Say’s Law for the Market is written 


n 
(5) ZpiXi=O (all pi or fi) 
i=l 
and holds true whether or not particular markets are cleared. Where 
Say’s Law holds, one commodity equation cannot be independent 
of all the rest. People sell apples to buy oranges and other things. 
(b) The second identity 


(6) Xm —EpiX (all p; or pj) 


follows from equation (1) and assumption vi. Incidentally, this last 
identity (6) in combination with Say’s Law (5) ensures that the mirror- 
image money market is always cleared. 

Thus the set (4) of n+ 1 equations in n—1 unknowns boils down 
to (at most) n —1 independent equations‘. Since (4) is mathematically 
consistent we can add to it the Cambridge equation 


n 
(7) MV=< piDi 
iu 
which contains an additional unknown (the price level, pn). Now 
(7) is linear in the new unknown, and therefore its addition to system 
(4) does not affect the latter’s mathematical consistency. 
Now it remains to show that the Cambridge equation (7) is 
different from, yet economically consistent with, the mirror-image 
equation for money (6). 


4. The question, whether or not these latter n— 1 equations are themselves 
mathematically consistent cannot be decided by any counting rule. The answer 
depends on whether our original supplies and demands intersect and ultimately 
on our assumptions as to the shape of individual indifference surfaces. Conditions 
for existence of solutions to economic systems are known. See ABRAHAM WALD, 
“Uber einige Gleichungssysteme der mathematischen Okonomie”’. Zeitschrift 
fiir Nationalékonomie, vu (1936), p. 637-700. English translation: ‘‘On some 
Systems of Equations of Mathematical Economics”, Econometrica, x1x (1951), 
p- 368-403. Also, GERARD Desreu, “‘ The Coefficient of Resource Utilization’’, 
Econometrica, X1x (1951), p. 273-92. 
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Is there an Economic Inconsistency in the Classical System ? 


Patinkin seems to say that there is something wrong in having both 
these equations. To me it seems obvious that they can coexist without 
(economic) contradiction because they are on entirely different 
planes, though they are both connected with the behavior of money. 

The fact that the mirror-image money market is always cleared 


(8) Xm=—0 = (all pj or pi) 


is just the reflection of Say’s Law for the Market. On the other hand, 
the Cambridge restriction (7) fixes the rate at which barter can occur 
with the help of monetary medium, a strictly technological matter. 
Why should Say’s Law have anything to do with “train schedules” 
and the other determinants of velocity? They are two different things 
and cannot conflict. Say’s Law does not depend on how fast trains 
run. If trains run twice as fast the price level doubles. Under Say’s 
Law the whole question of the price level is of the same order of 
economic unimportance as is the name of the unit of account or the 
size of the dollar bill. The price level becomes interesting only when 
Say’s Law is denied. 

If this is correct, and matters are as simple as I just made them, 
it is difficult to see why Patinkin insisted that the two equations are 
inconsistent in economic theory. His very error lies in believing that 
both the Cambridge restriction and the excess-demand function for 
money are economic statements. The error consists in his elevating 
the mirror-image concepts into a statement about behavior: 


“In a monetary economy a bridge is inevitably created between the real and 
monetary sectors: individuals cannot make decisions in the real sector independently 
of their decisions in the monetary sector. In particular the only way people can 
obtain money is by selling goods; hence the demand for money is identical 
with the supply of all goods.’’® 


In another place replying to a critic he says: 


‘In the classical system the Cambridge equation is a behavior equation; it 
is the excess-demand equation for money. But this cannot be the role it plays in 





5. Patinkin, “The Indeterminacy of Absolute Prices in Classical Economic 
Theory”’, op. cit., p. 1 (italics added). 
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Hickman’s system, for in his system there is a separate and distinct excess-demand 
equation for money [the mirror-image]. Hickman makes no attempt to explain the 
relationship between his ‘monetary constraint’ [the Cambridge equation] and 
his excess-demand equation for money. Nor does he explain why money, alone of 
all commodities, must have two equations to describe its behavior.” ® 


This passage shows clearly the source of misunderstanding. Money 
is considered as another commodity with its own demand and supply 
like any other commodity, and both the mirror-image and the 
Cambridge equations are interpreted as expressing the market for 
money. As I have shown, this is not the case in the classical system. 
Neither equation explains market behavior in the sense in which 
such equations apply to commodities. The mirror-image equation 
is nothing but a reflection of the fact that barter operates through 
a monetary medium. The Cambridge equation is nothing but a Ly . 
technological restriction on the rate at which money can move. There| 
is no contact between the two. 

On the other hand, the only interpretation that can be placed on 
the last two quotations is that Patinkin believes MV to be identical 
with Sm. He calls both, indiscriminately, “the supply of money’’. 
If this is admitted, his claim follows easily. For if MV=Sj, then 


n 
Xm D SS Sim ap i Sj — MV. 
int 
So that, if by Say’s Law 
Xm _— 0, for all prices 
n 
then SpiS; MV for all prices 
i=l 
and therefore not only is the Cambridge equation related to the 
mirror-image, but it cannot perform the function of determining 
absolute prices. 
The difference between MV and Sm can be shown by an analogy: 
M is like the width of a street, V is the speed limit. Sm is how much 
traffic is trying to use the street. Surely the city planners can fix M ae ; 
and the police V without regard to Sm, as we so often experience in 


6. Patinxin, ‘‘ The Invalidity of Classical Monetary Theory”’, of. cit., p. 142, 
note 18. 
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the great cities. In this fanciful illustration, let V be both the upper 
and the lower speed limit. The greater the traffic attempting to use 
this thoroughfare, the less the space between cars (p; shrink); the 
smaller the traffic, the greater the average distance between cars. 


Do Little Cambridge Equations Contradict 
the Homogeneity Assumption ? 


Brunner’ is responsible for an alternative proof of the Cambridge 
equation’s inconsistency with the classical system. He contends® that 
if an individual obeying Say’s Law has his own little Cambridge 
equation to restrict his disposal of money, then a market made up 
of such individuals must have excess-demand equations that are 
functions, not only of relative prices, but also of the real value of 
cash balances. 

Let x1, ... xn be stocks of the n commodities possessed by a typical 
individual, his utility function of the form 


(9) U = Ulm, ... te), 


his initial stock of cash m, and his personalized velocity v. His little 
Cambridge equation states that the total value of his purchases and 
sales is equal to mz, the total transaction-value that his cash can 
service; write this as: 
n 
(10) a pi Ax; = mz, 
i=! 
where Ax; are purchases or sales for the period. In addition he keeps 
within his budget: 
n 
(11) 2 pi Ax; + Am = 0. 
i=1 
It is intuitively seen that the stock of cash must enter this indi- 
vidual’s partial excess-demand functions for real goods. It is not true, 
however, that it will enter his utility function. For instance if his 


7. Kart Brunner, “Inconsistency and Indeterminacy in Classical Econo- 
mics”’, Econometrica, X1x (1951), p. 152-173. 
8. p. 169 ff. 
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utility map is as in figure 1 and he is confronted with the price line P, 
he will move along it, not to the “free”? optimum point B, but to the 
Cambridge-restricted point C. The absolute value of his purchases 
and sales p;| 4x1 | + p2| 4x2 | must not exceed mv. With the same relative 
price constellation P but at a price /evel k times as high he will travel 
along AB a distance k times shorter than AC. So that his partial 
excess-demands for good 1 and good 2 will depend on the value of 
his cash, and hence on absolute prices®. 

Ina logical leap’, Brunner concludes that the community’s excess- 
demands likewise depend on absolute prices and that this proves it 
logically impossible to dichotomize the economy into a real and a 
monetary part. 

Brunner’s oversight is this: whereas the individual takes the price 
level as given in maximizing his utility subject to his Cambridge and 
budget restrictions, when all individuals do the same the price level 
need no longer be assumed constant; rather, it is a function of the 
price ratios and of the value of the stock of cash". 

This last must not be taken to mean that if the price ratios are 
somehow correct, but the price level too high, there exists a mechanism 
for the dissatisfied buyers and sellers to drive it down. (Barter is 
excluded by assumption.) The absence of such a mechanism would 
be an empirical reason for rejecting the classical system in spite of its 
determinacy, realism and consistency in every other respect. 


Conclusion 


I have tried to show that the inconsistency claimed by Patinkin rests 
on his unreasonable demand that two mathematically consistent 
equations should simultaneously determine absolute prices. This is 
denied here. The mirror-image excess-demand for money, it is argued 
here, does not constitute a monetary restriction, and therefore has 


g. Fig. 2 illustrates three market curves. 

10. p. 171. 

11. In Fig. 3, I assume for simplicity that the two marketers split the gain from 
trade equally. With no Cambridge restriction they reach point P. With the 
Cambridge restriction they reach less and less advantageous positions Pz, Py 
as the price level rises, final relative prices remaining the same. 
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no logical relation (in economics) with the Cambridge restriction. 
Whether or not, as mathematical propositions, these two functions 
are compatible, is irrelevant. My conclusion is that, not only is the 
classical system free of contradictions but it does determine relative 
and absolute prices in two separate compartments, just as the great 
economists had sensed without benefit of propositional calculus or 
of subtle algebra. That this stops short of the point at which monetary 
theory becomes interesting, namely when Say’s Law ceases to operate, 
is quite a different matter. 


Dominion Bureau of Statistics, STEFAN VALAVANIS 
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wage rate, the interest rate, the price of output; if consumption, investment, 
the supply of labor and the demand for labor depend on relative prices and 
wages, the system is dichotomizable into the real part, determining em- 
ployment, interest and real income, and a monetary part with no other role 
but to determine the price level, p. 68; criticizes Lange (1942, p. 63) for 
confusing homogeneity with Say’s Law; overlooks that rationality implies 
both Say’s Law and homogeneity, p. 69; erroneously concludes that the 
mirror-image demand for money is identical with its Cambridge “‘supply”’, 
p- 70; agrees with Lange (1942) that Say’s Law precludes any monetary 
theory but denies any necessary connection between Say’s Law and homo- 
geneity. Lange is reported (p. 70, n. 34) to agree with Modigliani on this 
last point. 

Leonip Hurwicz. Unpublished note on homogenéous functions, circulated 
among members of the Cowles Commission. Referred to by PATINKIN, 1949, 
Pp. 9, n. 4. 

Don Patinxk1, “Relative Prices, Say’s Law, and the Demand for Money”’, 
Econometrica, 16: 135-154. 

Maintains that utility-less money will not be held; the classical assumption 
cannot explain its value. Works under the assumption that a monetary 
equation must balance the desire to hold cash with its available stock; such 
desire contradicts Say’s Law. In contradiction to Modigliani asserts (p. 153) 
that Say’s Law and homogeneity are equivalent properties; this result 
depends on the (mistaken, I think) assumption that nonzero stocks of cash 
are to be explained like nonzero stocks of other things, namely as desired. 
Numerous theorems are given, which exhibit interrelations between homo- 
geneity, Say’s Law for the Individual, Say’s Law for the Market etc. when 
money enters the utility functions and when it does not. The upshot of the 
matter is that a homogeneous Casselian system defined arbitrarily is likely 
to be inconsistent. 

Don Patinkin, “The Indeterminacy of Absolute Prices in Classical Econo- 
mic Theory’’, Econometrica, 17: 1-27. 

Identifies mirror-image demand for money with desired cash balances 
(p. 1-2). Correctly denounces the counting rule; uses it however as prima 
facie evidence of both determinacy and consistency. If commodity markets 
are cleared, the money market is cleared; one equation is redundant; 
however the remaining equations are one more than the number of un- 
knowns, the relative prices. The Casselian system is such a system of equations 
and (probably) inconsistent (p. 14). Further, even if it were consistent on 
this score, its mirror-image excess money function would be inconsistent 
with the Cambridge equation (p. 16). Say’s Law, though it reduces by one 
the number of independent equations cannot possibly help us in finding the 
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price level. Since the Cambridge equation has already been thrown out 
on the grounds of incompatibility, nothing determines the price level (p. 21). 
Raonar Friscu, “On the Zero’s of Homogeneous Functions’’, Econometrica, 
17: 28-29. 

W. Brappock Hickman, “The Determinacy of Absolute Prices in Classical 
Economic Theory”’, Econometrica 18: 9-20. 

Denies the counting rule even as prima facie evidence for existence of a 
solution; he would examine each system for consistency; given some 
arbitrary equations, he claims, “‘we cannot prove without information 
external to the theory that such systems are consistent” [or inconsistent] 
(p. 10). External information may be in the form of Say’s Law (linear de- 
pendence of the commodity equations) or some other (nonlinear) depen- 
dence between the commodity equations. Overlooks that the rational 
micro-system implies Say’s Law and actually provides us with the required 
dependence between the otherwise too numerous commodity equations. 
The Cambridge function (my 2'p;5;— MV) ist not identically equal to 
the excess-demand for money, but is equal to it only for a specific price 
level; it is in other words a true constraint. The discussion here (p. 15-16) 
is very insufficient. Nowhere is the semantic identification of 2’ pS — MV and 
X,41 (my X,,) expressly denied. In this article there are two contradictory 
definitions of functional dependence: in p. 12 (footnote) dependent equa- 
tions are necessarily consistent, while in p. 1g it is stated that dependence 
does not imply consistency. This discrepancy is commented on by BRUNNER 
(1951, p. 161, n. 19). 

WassiLy LeontiEr, “ The Consistency of the Classical Theory of Money and 
Prices’’, Econometrica, 18: 21-24. 

If money has no utility Say’s Law holds, and there are at most as many in- 
dependent commodity equations as there are relative prices. Overlooks 
the possibility that if nothing more is said about utility, the remaining 
equations may be inconsistent. In spite of its title, this article does not 
discuss the monetary equations. 


Ceci G. Purpps, “A Note on Patinkin’s ‘Relative Prices’”’, Econometrica, 
18: 25-26. 

If money has no utility how can its price be one? If such an absurdity is 
assumed, he claims, Patinkin’s proof of the inconsistency of the classical 
monetary system is not surprising. Overlooks that the price of anything 
relative to itself is one, whether it be zero, negative or infinite, relative to 
another thing. 


Don Patinkin, “A Reconsideration of the General Equilibrium Theory of 
Money”’, Review of Economic Studies, 18:42-61. 


1950 JAcop Marscuak, “The Rationale of the Demand for Money and of 


999 


‘Money Illusion’”’, Metroeconomica, 2:71-100, esp. section 2. 


Disregarding the Cambridge constraint, proves that the existence of paper 
money implies an infinite absolute price level, though the price ratios are 
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strictly determined. The real contribution of this article is outside of the 
Patinkin controversy, however. 

Don Patinxkin, “The Invalidity of Classical Monetary Theory”, Econome- 
tyica, 19:134-15!. 

Patinkin answers his critics: Phipps forgets that money of account (whose 
stock is zero), can have any nominal value (p. 137). Hickman did not 
realize that the argument was about the Cambridge function and not the 
Cambridge equation. Leontief overlooks the possibility that the system minus 
the money and minus the last commodity equation might be inconsistent. 
He summarizes the mathematical properties of simultaneous systems of 
equations. If there are more unknowns than equations, consistency implies 
dependence, though not necessarily linear dependence. If the number of 
unknowns equals the number of equations, consistency and functional 
dependence are unrelated properties (p. 137). (He confuses [p. 137] the 
non-existence of solutions with inconsistency.) Homogeneous systems are 
treated as if they were nonhomogeneous but with one unknown less. 
The faulty identification of the Cambridge function with the mirror-image 
excess demand for money is stated very clearly in p. 138, and again on 
p. 142, n. 18: why must “money, alone of all commodities (...) have two 
equations to describe its behavior?” This article, except for some conces- 
sions of secondary importance restates the Lange-Patinkin position in a 
strong way. Many issues (determinacy, consistency, dependence etc.) that 
were quite confused in the first two Patinkin writings are now made clear. 
Karu Brunner, “Inconsistency and Indeterminacy in Classical Econo- 
mics”’, Econometrica, 19: 152-173. 

This article claims to summarize the discussion so far; apart from one se- 
«ondary disagreement (see PATINKIN 1951, p. 140, n. 16) his verdict is on 
Patinkin’s side. He is aware (p. 161-162) that the existence of a macro- 
solution is a deep postulate going back to the micro system. He comes 
very near to stating (p. 163, n. 14) that the Cambridge function is a different 
thing from excess-demand, but does not say it. I consider this article as an 
inadequate and unduly complicated summary of the argument. Its construc- 
tive part ist very interesting because it shows thai (having for any reason 
dismissed the Cambridge equation) we can build monetary theory without 
putting money in the utility function. 

GERARD Deprreu, “‘ The Coefficient of Resource Utilization”’, Econometrica, 
19: 273-292. 

See under WALD, 1936, for a summary of the relevant parts of this article. 
WiiuiaM JarFrEé, ““Walrasiana: The Eléments and its Critics”, Econometrica, 
19: 327-328, (abstract). 

Both Patinkin and his critics are falsely ascribing to Walras Cassel’s 
inability to distinguish between money’s having independent utility and 
cash balances’ being desired. 

ABRAHAM WALD, “On Some Systems of Equations in Mathematical 
Economics”, Econometrica, 19: 368-403. 
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A very signifiant article on the existence of solutions to general equilibrium 
systems. Translated from WALD, 1936—see summary thereunder. 

1951 Bent Hansen, The Theory of Inflation, London 1951, esp. Ch. vit, 189-219. 
Compact restatement of Patinkin’s thesis and an interesting dynamic 
subterfuge. 

1952 F. H. Hann, “‘ The General Equilibrium Theory of Money - A Comment”’, 
Review of Economic Studies, 19: 179-185. 

Critique of Patinkin’s “‘corrected”’ classical system (not discussed in this 
essay). 

1952 Don Patinxm, “ Further Considerations of the General Equilibrium Theory 
of Money”’, Review of Economic Studies, 19: 186-195. 

Reply to Hahn, above. 

1952 Gary S. Becker and WiL1iAM J. BaumoL, “The Classical Monetary 

Theory: The Outcome of the Discussion’’, Economica (New Series), 
19: 355-376. 
Summarizes the discussion. Agrees with Patinkin that Say’s Law implies 
zero stocks of cash; that because of Say’s Law the “money market” is 
always in equilibrium and therefore cannot determine the price level. 
Erroneously considers the cash balances of the Cambridge equation as 
desired (p. 359) and this leads to a contradiction with Say’s Law which 
states that no amount of money is desired. Modified versions of the classical 
system are given to remove the “contradiction’’. Goes into an investigation 
of what the classics really said; they did not say exactly what Lange and 
Patinkin attribute to them, hence they are not open to the Lange-Patinkin 
criticism. This article awards the victory to Patinkin. 

1954 Don Patinxin, “ Dichotomies of the Pricing Process in Economic Theory”’, 

Economica (New Series), 21: 113-128. 
An appraisal of Baumol and Becker’s review of the writings of classical 
and neoclassical economists concerning the real/monetary “dichotomi- 
zation”. In the course of his article, Patinkin recognizes how important 
it is for this discussion to distinguish between unit of account and medium 
of exchange. Emphasizes the lack of a market mechanism for arriving at 
the correct price level (p. 114), even when the correct relative prices have 
been attained. 


As matters stand Patinkin, as amended and expanded, can be said to be the 
victor in the public’s eye. My purpose was to reverse the verdict. 


SUMMARY 


The classical theory of value and price comprises a real sector which determines 
relative prices and a monetary restriction (the Cambridge equation) which de- 
termines the absolute price level. Patinkin considers this system inconsistent 
because the supply and demand for real goods automatically defines a demand and 
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a supply for money (the “mirror-image’’). Patinkin’s position is (a) that the 
system contains, without justification, two monetary equations and (b) that these 
two are contradictory. 

It is argued here that neither the mirror-image nor the Cambridge relations 
constitute market equations in the sense in which such equations apply to commo- 
dities. Commodity stocks or flows are desired for themselves and motivate exchange. 
In the classical system money is not so desired and it does not motivate exchange. 
The Cambridge equation is a technical restriction having no relation to the de- 
mands and supplies of real goods. The mirror-image equation, on the other hand, 
though it reflects real demands and supplies, is not a behavior restriction at all. 
Consequently it cannot be part of any monetary theory. Therefore the Cambridge 
restriction may be superimposed on the real sector without contradiction. 


ZUSAMMENFASSUNG 


Eine Bestreitung von Patinkins Widerspruch. Die klassische Wert- und Preistheorie 
umfasst einen realen Sektor, welcher die relativen Preise bestimmt und eine «mo- 
netare Begrenzung» (die Cambridge-Gleichung), durch die das absolute Preis- 
niveau festgelegt wird. Patinkin erachtet dieses System als widerspriichlich, da 
Angebot und Nachfrage in realen Giitern automatisch auch eine Nachfrage und 
ein Angebot in Geld (das «Spiegelbild») ergibt. Patinkin ist deshalb der Meinung, 
dass a) das System ungerechtfertigterweise zwei monetare Gleichungen enthalte 
und dass b) diese sich widersprechen. 

Im vorliegenden Artikel wird der Standpunkt vertreten, dass weder die im 
«Spiegelbild» noch die in der Cambridge-Gleichung enthaltenen Beziehungen 
Marktgleichungen im selben Sinne sind, wie sie auf Giiter angewendet werden. 
Denn Warenvorrate und Warenbewegungen werden um ihrer selbst willen be- 
gehrt, und Tauschtransaktionen sind die Folge, wogegen im klassischen System 
Geld und Geldbewegungen an sich nicht begehrt sind und keine Tauschtrans- 
aktionen begriinden. Die Cambridge-Gleichung ist lediglich eine «technische 
Begrenzung», die keine Beziehung zu Angebot und Nachfrage in realen Gitern 
hat. Die Spiegelbildgleichung anderseits ist tiberhaupt keine Marktgleichung, 
obgleich sie reale Angebots- und Nachfragebeziehungen widerspiegelt; sie kann 
infolgedessen auch nicht Bestandteil einer monetarenTheorie sein. Die Cambridge- 
Gleichung darf deshalb ohne Gefahr eines Widerspruches auf den realen Sektor 
angewendet werden. 


RESUME 


Un démenti a la contradiction de Patinkin. La théorie classique de la valeur et des prix 
comprend un secteur des biens réels qui détermine les prix relatifs et une restriction 
monétaire (l’équation de Cambridge), a l’aide de laquelle le niveau absolu des 
prix est établi. Patinkin considére ce systéme comme inconséquent parce que l’offre 
et la demande de biens réels définit automatiquement une demande et une offre 
de monnaie (l’image réflexe). C’est pourquoi Patinkin est d’avis a) que le systéme 
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contient sans justification deux équations monétaires et b) que celles-ci sont 
contradictoires. 

L’auteur de cet article soutient que ni l’image réflexe ni les égalités de Cam- 
bridge ne constituent des équations du marché au sens dans lequel de telles équa- 
tions s’appliquent aux marchandises. Car les stocks de marchandises et les mouve- 
ments de celles-ci sont désirés pour eux-mémes et motivent les échanges, tandis 
que dans le systéme classique la monnaie n’est pas désirée pour elle-méme et elle 
n’est pas la raison des échanges. L’équation de Cambridge n’est qu’une restriction 
technique n’ayant aucune relation avec l’offre et la demande de biens réels. 
D’autre part, l’équation «image-réflexe» bien qu’elle refléte des relations réelles 
d’offre et de demande n’est absolument pas une équation du marché. Par consé- 
quent, elle ne peut pas étre partie intégrante d’une théorie monétaire. C’est pour- 
quoi |’équation de Cambridge peut étre appliquée sans danger de contradiction au 
secteur des biens réels. 
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POLITISCHE OKONOMIE - HEUTE” 


Politische Okonomie — das Wort, das Montchrétien! zu Beginn der 
merkantilistischen Epoche gepragt, das Ricardo? zu klassischer Gel- 
tung gebracht hat und das Friedrich List® in seinem deutschen 
Hauptwerk zugleich liberal und national auszudeuten vermochte -, 
dieses Wort ist heute in allen Sprachen so sehr zuriickgedrangt, dass 
schon seine Wiederverwendung in der Zeit der ersten List-Gesell- 
schaft als programmatische Forderung begriffen wurde. Wieviel 
mehr noch heute! Wenn wir diese Tatsache in ihrem Gewicht ver- 
stehen und wenn wir sowohl ihre Ursache zu klaren wie auch ihren 
Sinn zu deuten versuchen, so mag es uns gelingen, in einer Art von 
Uberschau iiber den gegenwartigen Stand der 6konomischen Wis- 
senschaft die Frage zu beantworten, warum heute noch oder heute 
wieder politische Okonomie im alten oder in gewandeltem Sinn 
einen Weg und ein Ziel der Wirtschaftslehre bilden muss und ihr 
Verfahren gerade den Problemen entspricht, welche die intra- 
europaische und die internationale Wirtschaftspolitik stellen. 
Dabei geht es nicht um irgendeine Art von Methodenstreit. Es ist 
interessanterweise ja niemals die politische Okonomie gewesen, 
welche an Auseinandersetzungen und Methodenstreitigkeiten Ge- 
failen fand, sondern die prinzipielle Fehde ist meist von den «reinen» 
Theoretikern begonnen worden, und sie sind es gewesen, die der 
politischen Okonomie von Marx wie von List und sogar der poli- 
tischen Okonomie der historischen Schulen den Charakter der Wis- 
senschaft abstritten. Nicht unverstandlicher- und in manchen Fallen 
nicht unberechtigterweise. Denn in einer Zeit, in der von den Natur- 


* Ausfiihrliche Fassung einer Rede aus Anlass der Neubegriindung der List- 
Gesellschaft am 30. Juni 1955 in Reutlingen. 

1. Traicté de l’economie politique. Siehe zu diesem und den spater genannten, 
hier nur wegen ihres Titels wichtigen Werken die genaueren bibliographischen 
Angaben und die Analyse der geistesgeschichtlichen Bedeutung in SALIN, Geschichte 
der Volkswirtschaftslehre, 4. Aufl., Tiibingen und Bern 1951. 

2. Principles of Political Economy. Vgl. auch die Titel der Werke von J.B. Say, 
Carey, JoHn Stuart Mitt u.a. Der Umbruch beginnt mit W. St. Jevons, in 
dessen Titel (The Theory of Political Economy) der Nachdruck auf «Theory» 
liegt und der nur noch «catallactics» gibt. 

3. Das nationale System der politischen Okonomie. 
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wissenschaften aus sich das Streben nach Exaktheit verbreitete und 
Exaktheit nur in der reinen Logik gegeben schien, konnte oder 
musste es auch fiir die Wirtschaftswissenschaften als erstrebenswert 
gelten, eine rein rationale — zunachst kausale, dann funktionale — 
Theorie zu entwerfen. Und je mehr manche Schwesterwissenschaft, 
zum Beispiel die Jurisprudenz, geneigt war, der sich entwickelnden 
Nationalékonomie den Charakter als Wissenschaft iiberhaupt ab- 
zusprechen, um so mehr musste das rationale System oder, wie man 
heute will, das rationale Modell als Ziel und musste der mathema- 
tische Ausdruck, die mathematische Gleichung als die einzige wis- 
senschaftlich unangreifbare Form erscheinen. Wir alle haben es in- 
folgedessen erlebt — und es kommt heute noch in allen Landern vor --, 
dass die Vertreter der reinen Theorie, der Economics oder jetzt der 
Okonometrik ihr Verfahren und ihr Gebiet als die Wissenschaft der 
Wirtschaft bezeichnen und alle anderen Verfahren und Gebiete ent- 
weder iiberhaupt nicht als Wissenschaft oder zumindest nicht als 
6konomische Wissenschaft anerkennen. 

Demgegeniiber ist es bereits auffallig, dass die Namen der meisten 
«reinen» Theoretiker wohl dem Dogmenhistoriker bekannt sind, 
dass aber alle Namen, welche ins Bewusstsein der breiteren Offent- 
lichkeit getreten sind und treten, sich der politischen Okonomie ver- 
schrieben haben. Max Weber in seinem Rigorismus hatte wahr- 
scheinlich erklart, diese Wirkung der politischen Okonomen sei auf 
ihre ausserwissenschaftlichen Elemente zuriickzufiihren, und also sei 
dies erst recht ein Zeichen dafiir, dass seine rationale Entzauberung 
riicksichtslos fortzufiihren sei. Aber wer, der noch das Gliick hatte, 
diesem grossen Menschen zu begegnen, wer hatte nicht erfahren, 
dass nicht Webers Rationalismus, sondern seine Leidenschaft — auch 
noch im Entzaubern seine Leidenschaft —ihn zur machtigen Leistung 
und zur nachhaltigen Wirkung befahigte? Oder, um ein englisches 
Beispiel zu wahlen: Wer kénnte verkennen, dass hinter dem ratio- 
nalen Schematismus der Allgemeinen Theorte von Lord Keynes ein 
starker politischer Willen am Werk ist, der sowohl die rational- 
theoretische Systematik wie die gefahrliche Einseitigkeit erklart? 
Nein, so einfach, dass man die Wirkung der politischen Okonomen 
auf Bestandteile der Theologie, der Metaphysik, der Ethik oder auf 
Vermengung mit Geschichte und Soziologie zuriickfiihren kénnte -, 
so einfach liegen die Zusammenhange gewiss nicht. Und wenn man- 
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che Vertreter der Volkswirtschaftslehre die Economics fiir die Wissen- 
schaft halten — ware es dann nicht ganz gut, sich daran zu erinnern, 
dass auch Marx und Engels den Weg des Sozialismus als Weg von 
der Utopie zur Wissenschaft ansahen und ihre Lehre als die sozia- 
listische, weil die wissenschaftliche postulierten ? Was hier als Dogma- 
tismus und darum ausser-wissenschaftlich gescholten wird — sollte 
das plétzlich, wenn es von biirgerlichen Okonomen geschieht und 
«reine» Theorie genannt wird, ein anderes Vorzeichen erhalten? — 
Oder stellen wir die gleiche Frage durch einen Vergleich aus einer 
anderen Wissenschaft: Es diirfte seit dem 14. Jahrhundert kaum mehr 
einen Mediziner gegeben haben, der die Bedeutung der Anatomie 
als Wissenschaft, als fiir die Medizin propadeutischer Wissenschaft, 
bestritte. Aber wiirde nicht die gesamte Medizin sich mit tiefem 
Recht zur Wehr setzen, wenn ploétzlich umgekehrt die Anatomen 
darauf bestiinden: nur die Anatomie sei «reine» Wissenschaft, alle 
Medizin dagegen enthalte magische oder sonstwie ausser-wissen- 
schaftliche Bestandteile und sei verdachtig, weil sie nicht nur Wissen- 
schaft, sondern auch eine Kunst sei? 

Von welcher Seite aus wir auch an unseren Fragenkreis heran- 
treten, zeigt sich demnach von vornherein, dass alle Bestreitung des 
wissenschaftlichen Charakters und Rechtes der politischenOkonomie 
auf auffallend briichigen Grundlagen beruht. Aber ich gehe weiter — 
und tue es nicht als Person, sondern als Vertreter jenes Geistes der 
Zusammenarbeit, der die alte List-Gesellschaft beseelte und hoffent- 
lich auch der neuen zu eigen sein wird und der erfreulicherweise 
heute in allen Landern starker ist als das Gelehrtengezank frii- 
herer Zeiten —, ich behaupte: fiir eine richtig verstandene politische 
Okonomie stellt die — richtige — Rationaltheorie nicht einen Gegen- 
satz, sondern eine logische Voraussetzung, einen zeitgemassen Be- 
standteil und ein unentbehrliches Werkzeug dar*. Dies hat sich 


4. Ich méchte jedes Missverstandnis ausschliessen und betone daher nach- 
driicklich, dass « politische Okonomie» nicht etwa gleich «anschaulicher Theorie » 
ist. (Vgl. iiber anschauliche und rationale Theorie den Exkurs zu meiner Geschichte 
(op.cit.) und verschiedene Schriften von Spiethoff, insbesondere jetzt die Vor- 
bemerkung zu ARTHUR SpiEtTHOFF, Die wirtschaftlichen Wechsellagen, 2 Bde., Tiibin- 
gen und Ziirich 1955.) Nicht zufallig sind allerdings die meisten anschaulichen 
Theoretiker politische Okonomen, aber z.B. Spiethoff und Sombart sind es nicht. 
Und Ricardos politische Okonomie ist im theoretischen Willen rein rational, die 
anschaulichen wie die politischen Elemente hat erst und nur List erkannt. 
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historisch immer wieder gezeigt und lasst sich auch systematisch er- 
weisen, bei List wie bei Marx wie bei den historischen Schulen. 

Lists Nationales System ist undenkbar ohne die englischen Klas- 
siker, auf deren Boden er steht, noch wo er sie befehdet. Auch wenn 
List nicht zu der eigenen Theorie vorgestossen ist, die ihm vor- 
schwebte — unverloren bleibt die theoretische Erkenntnis des poli- 
tischen Okonomen, dass selbst die anscheinend reine Theorie der 
Klassik wesentliche politische Elemente enthalt, dass sie das nationale 
System der politischen Okonomie Englands, des englischen Im- 
periums, darstellt. Dann Marxens Kapital. Man muss nur das Kapital 
statt es, wie heute iiblich, zu ignorieren oder ungelesen zu verfemen, 
griindlich und gutwillig durcharbeiten, um sich dariiber klarzu- 
werden: wie vor ihm die grossen Fiirsten der Scholastik alle ver- 
wandte oder gegnerische Philosophie, so hat Marx die Theorie der 
Klassik mit eisernem Fleiss durchgearbeitet und keine Theorie ver- 
worfen, ehe er sie sich nicht gedanklich widerlegen konnte —, der 
grésste wissenschaftliche Sozialist, gerade weil er in vieler Beziehung 
der letzte Scholastiker und der letzte Klassiker gewesen ist. Und die 
historischen Schulen? Vielleicht hat von ihren Fiihrern nur Knies 
ganz die theoretische Leistung der Englander erkannt und genutzt. 
Aber auch wenn Schmoller und Brentano und Adolph Wagner und 
Knapp und ihre vielen Mitstreiter und Schiiler aus ihren anderen 
Zielsetzungen heraus der Bedeutung der klassischen Theorie wohl 
nicht immer gerecht geworden sind -, dankt nicht Schmollers gross- 
artige Darstellung des Merkantilismus, Brentanos Freihandels- 
argument, Wagners Finanzwissenschaft und selbst Knapps Staat- 
liche Theorie des Geldes den Englandern wesentliche Gesichts- 
punkte, Begriffe, Postulate, und hat nicht noch ihrer aller Kampf 
fiir die soziale Neugestaltung der Gesellschaft sich am Gegensatz 
zum statischen Quietismus der Englander genahrt? 

Wenn man, wie ich, noch vor dem Ersten Weltkrieg seine 6kono- 
mische Ausbildung erhielt, so hat man freilich weniger diese Tat- 
sache gesehen als den allerdings bedenklichen Sachverhalt, dass diese 
fiihrenden Okonomen der Jahrhundertwende meistens blind waren 
gegeniiber den theoretischen Ergebnissen ihrer eigenen Lebenszeit. 
Zwar hat Schmoller, nach dem unfruchtbaren und schlecht fundier- 
ten Kampf mit Menger, in diesem Jahrhundert das Ingenium des 
jungen Schumpeter erkannt — ohne dass er seine oder Marxens 
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Fragestellungen und Werkzeuge hatte nutzen kénnen. Aber Som- 
bart schrieb mir noch zu Beginn der zwanziger Jahre, es sei ihm un- 
verstandlich, dass ein begabter Gelehrter mit historischem Sinn 
eine solch éde Scholastik wie Schumpeters Hauptwerk positiv wiir- 
digen kénne. Hier bestand ein offensichtlicher Mangel an Auf- 
geschlossenheit fiir die neuen Fragestellungen, welche gerade mit 
den veranderten Werkzeugen der modernen rationalen Theorie 
zu gewinnen und zu bearbeiten waren. Wenn man dann noch er- 
leben musste, wie in den gleichen zwanziger Jahren die letzten Ver- 
treter der historischen Schulen und die von ihnen erzogenen leiten- 
den Beamten aus theoretischer Unkenntnis gegeniiber den wirt- 
schaftlichen Problemen ihrer Zeit (Inflation, Handels- und Zah- 
lungsbilanz usw.) véllig versagten, so blieb nichts iibrig, als einer 
neuen Generation zunachst einmal die Notwendigkeit einer griind- 
lichen theoretischen Schulung einzuhammern, womit ebenso un- 
vermeidlich eine gewisse Abwertung der Leistung der historischen 
Schulen Hand in Hand ging -, und zwar selbst dann, wenn man 
nicht zugunsten unfruchtbarer Rationaltheorie den Streit fiihrte, 
sondern mit dem Ziel einer anschaulichen Theorie als neuer Grund- 
lage der politischen Okonomie. 

Wahrend des Kampfes ist man wohl niemals ganz gerecht. Jeden- 
falls ich selbst bin es nicht gewesen; und wenn ich heute feststellen 
muss, welch blutleere rein-rationale Gedankenarbeit den Anfangern 
vielfach zugemutet und als specimen eruditionis ausgezeichnet wird, so 
sehe ich mit grésserer Anerkennung als friiher auf die Schriftenreihen 
der Schmoller-, der Knapp-, der Brentano-, der Gothein-Schiiler, 
und so will es mir scheinen, dass die bessere gedankliche Durch- 
bildung von heute vielleicht allzu teuer mit einem Verlust an Mensch- 
lichkeit erkauft ist. Damals hatte man nicht « Human Relations» noch 
als Sonderbetatigung und Sonderdisziplin nétig gehabt; jenes 
sozialpolitische Ol, mit dem die ganze Wissenschaft durchtrankt war, 
hatte vielleicht manchmal ein « unwissenschaftliches» Konglomerat 
von Ethik und Okonomik zur Folge —, aber sollte eine Wissenschaft 
vom Zusammenleben der Menschen, wie es die Okonomik ist, der 
hohen Ethik wirklich ganz entraten konnen? Doch wie dem auch 
sei —, die alte List-Gesellschaft hat jedenfalls von Anfang an bezeugt, 
nicht nur durch die Herausgabe der Werke Friedrich Lists, sondern 
durch die offene Diskussion der verschiedenen Standpunkte und von 
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den verschiedenen Standpunkten aus auf ihren Konferenzen: dass 
nicht aus einer rein rationalen Theorie heraus sich politische Entschei- 
dungen folgern oder begriinden lassen und dass politische Okonomie 
etwas anderes ist und meint als einfache Anwendung eines theore- 
tischen Modells auf eine der «reinen» Theorie und ihrem Daten- 
kranz gegeniiber stets vielgestaltigere, oft widerspriichliche Wirk- 
lichkeit. 

Nur wenige der Teilnehmer an den einstmals beriihmten Re- 
parationskonferenzen® der alten List-Gesellschaft sind heute noch 
am Leben -, auch nur wenige Teilnehmer an ihrer letzten, der Agrar- 
tagung in Bad Oeynhausen, die schon von der « Machtiibernahme» 
iiberschattet war*. Die wenigen aber werden sich erinnern, wie 
damals ein starker Gegensatz sichtbar wurde zwischen der Ansicht, 
welche die grosse Mehrzahl der Theoretiker unter Fiihrung von 
Eucken, Ropke und Hahn vertrat, und der Auffassung eines kleinen 
Haufleins, zu dem Lenz, Erwin v. Beckerath und der Sprechende ge- 
hérten. Diese unsere Auffassung haben damals die Gegner als « Pyr- 
monter Theorie» bezeichnet, um dem Gegensatz zu «der» Theorie 
einen Namen zu geben. Was damals als die, das heisst die herr- 
schende Theorie bezeichnet wurde, das wird heute allgemein neo- 
liberale Theorie, oder besser: Ordo-Liberalismus genannt -, und 
was «Pyrmonter Theorie», das ist genau das, was ich damals wie 
heute als politische Okonomie bezeichne. Nun, wenn man die De- 
batten von damals heute wieder liest — es ist eine sehr besinnliche 
und sehr schmerzliche Lektiire —, dann ist keine Meinungsverschie- 
denheit dariiber méglich, dass die politischen Okonomen damals die 
Entwicklung richtiger gesehen haben — nicht etwa weil sie klarer 
oder scharfer dachten, sondern eben darum, weil sie das politische 
Element richtiger wiirdigten, weil sie als wirkende Krafte in ihre 
Uberlegungen einstellten, was die anderen als festen Datenkranz 
betrachteten’. 

5. Vgl. Veréffentlichungen der Friedrich-List-Gesellschaft e.V., Band 1 und 2: 
Das Reparationsproblem. Hg. von Edgar Salin. Berlin 1929. 

6. Das Protokoll dieser Konferenz konnte daher nicht mehr gedruckt werden. 

7. Der Ordo-Liberalismus ist weder reine Theorie noch politische Okonomie 
in unserm Sinn. Von unserm Standpunkt aus liegt das entscheidende Gegenargu- 
ment darin, dass dort in Verkennung der politischen und sozialen Krafte und 


Machte ein theoretisches Modell als politisches Soll gesetzt wird — eine Identifi- 
kation, die nur zufallig, in ganz kurzen Zeitspannen, unter schnell verganglichen 
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Aber verséhnlich vermag heute die Tatsache zu stimmen, dass 
auch die richtige Einsicht in die Desintegration Europas, in die 
Briichigkeit der Weltwirtschaft des Als-Ob, in die Unmédglichkeit 
des Young-Plans, in das Heraufziehen eines zweiten Weltkrieges 
niemanden von uns die Schrecken und Scheusslichkeiten hat er- 
messen lassen, welche ein Abschaum der Menschheit® so bald von 
Deutschland aus iiber den Kontinent verbreiten sollte. Auch dem 
politischen Okonomen, wenn er sich innerhalb der wissenschaft- 
lichen Grenzen hilt, sind nicht die Gaben des Sehers verliehen. 
Daher tut alle politische Okonomie gut daran, in Selbstbescheidung 
sich bewusst zu bleiben: dass es keiner Wissenschaft und also auch 
ihr nicht verg6nnt ist, den Schleier der Zukunft ganz zu heben und 


Voraussetzungen, der Wirklichkeit entsprechen kann. (Vgl. zu diesem Fragen- 
kreis auch das vorziigliche Buch von EpuARD HEIMANN, Vernunftglauben und Religion 
in der modernen Gesellschaft; Liberalismus, Marxismus und Demokratie, Tibingen 1955.) 
Dieser Gegen-Standpunkt ist jedoch, wie ausdriicklich bemerkt sei, keinerlei 
Rechtfertigung fiir den Ton und Stil, in dem heute vielfach iiber die « Neo- 
liberalen» abgeurteilt wird. Ich habe bereits 1942 in meiner Anzeige von ROPKES 
Gesellschaftskrisis der Gegenwart (Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik, 
1942, S. 237 ff.: « Ein dritter Weg? ») darauf hingewiesen, dass der noble Charakter 
des Buches seinen Verfasser davor bewahren sollte, ob seines gefahrlich verein- 
fachten Kollektivismusbegriffes als unwissenschaftlich verdammt zu werden. Das 
gilt auch heute, wo Répke in gleicher Weise zu wirtschaftspolitischen Tagesfragen 
Stellung nimmt. Man sollte Répke so wenig die Kurzschliisse der oft primitiven 
«sozialen Marktwirtschaftler», wie Lord Keynes die Einseitigkeiten der Keynes- 
ianer zur Last legen. Und als Okonom hat man einigen Anlass, gerade wenn man 
sich gegen alle Verabsolutierungen des Ordo-Liberalismus wehrt, sich iiber den 
(Mut zu freuen, mit dem ein Gelehrter von Répkes Rang in die wirtschaftspolitische 
Arena tritt —, das Gerede von der Weltfremdheit der 6konomischen Wissenschaft 
wird hierdurch sehr eindriicklich widerlegt, wenn auch das Missverstandnis nahe- 
liegt, dass dies die Stimme der Wissenschaft ist. 

8. Es gereicht der deutschen Soziologie zur bleibenden Ehre, dass sie, obwohl 
durch das 1ooojahrige Reich dezimiert, durch sie geschulte Politiker und Gelehrte 
zu einer Darstellung befahigte, deren messerscharfe Klarheit die eiskalte Syste- 
matik der Mérder und ihrer Helfershelfer unwiderleglich festhalt. Grundlegend 
fiir die Soziologie der Haftlinge wie der SS bleibt E. Kocon, Der SS-Staat, Das 
System der deutschen Konzentrationslager (Diisseldorf 1946). — Ein Teilgebiet 
analysiert meisterhaft (sofern man das schéne Wort anwenden darf, wo der Tat- 
bestand des aussersten Grauens behandelt wird) jetzt H.G. ADLER, Theresienstadt 
1941-1945: Das Antlitz einer Zwangsgemeinschaft, Geschichte, Soziologie, Psycho- 
logie. (Civitas/Gentium, Schriften zur Soziologie und Kulturphilosophie, Ti- 
bingen 1955.) 
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dass — bald zum Gliick, bald zum Ungliick — alle Determiniertheit 
aufgehoben wird durch das Unvorhergesehene und das Unerforsch- 
liche, das unsere Vordern als géttliche Fiigung verehrten. 

Indessen auch wenn Gegensiatze des Verfahrens in unserer Wissen- 
schaft schon lange bestanden und wenn sie schon in den zwanziger 
Jahren mit den heutigen Namen bezeichnet werden kénnen, so ist 
doch sowohl theoretisch wie politisch die heutige Lage von der 
friiheren grundverschieden. Theoretisch scheint mir der Unter- 
schied in zweierlei Hinsicht bedeutsam: erstens hat die ausserordent- 
liche Wirkung der Theorie von Lord Keynes seine Anhanger wie 
seine Gegner zu einer Verfeinerung der Theorie angespornt, welche 
das theoretische Werkzeug der Gegenwart allem Werkzeug der Ver- 
gangenheit als stark iiberlegen gestaltet; denken wir nur an die 
moderne Monopoltheorie von Joan Robinson, Chamberlin u.a. 
und an die noch langst nicht vol! genutzten Méglichkeiten, welche 
sie zur Analyse der Wirtschaftsverfassung der westlichen Welt 
bereitstellt. Zweitens hat die starke Verbreitung der mathemati- 
schen Form fiir manches 6konomische Problem eine Exaktheit der 
Aussage und der wirklichen oder scheinbaren Lésung erlaubt, fiir 
welche Karl Marx nicht weniger dankbar gewesen ware als Alfred 
Marshall. 

Jedoch die Welle des Keynesianismus hat zumindest in den angel- 
sachsischen Landern ihren Hoéhepunkt bereits tiberschritten, und 
zwar nicht nur, weil die theoretischen Grenzen seines statischen 
Systems evident geworden sind, sondern vor allem weil die poli- 
tischen Voraussetzungen sich gedndert haben: weder in West- 
europa, noch in den USA besteht noch die Keynessche Ausgangs- 
situation, gibt es noch Arbeitslosenheere und andere ungenutzte 
Produktionsfaktoren —, theoretisch wie politisch besteht umgekehrt 
die Frage einer Konsolidierung oder gar einer Kontrolle der Ex- 
pansion, um neue Disproportionalitaten oder Zusammenbriiche zu 
verhindern. Und was die mathematische Methode angeht, so ist 
auch hier, zumindest wieder in den angelsachsischen Landern, sehr 
deutlich festzustellen, dass das Bewusstsein ihrer begrenzten An- 
wendbarkeit und ihrer begrenzten Fruchtbarkeit im Wachsen ist. 
Von unserem Standpunkt aus ist es als erfreuliches Zeichen zu 
buchen, wenn einer der besten Vertreter der mathematischen Sta- 
tistik in den USA, Simon Kuznets, seine Prasidialadresse vor der 
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American Economic Association tiber «Wirtschaftliches Wachstum 
und Einkommens-Ungleichheit» mit dem Satze schliesst®: « Frucht- 
bare Arbeit auf diesem Gebiet verlangt mit Notwendigkeit einen 
Ubergang von der Marktwirtschaftslehre zu politischer und sozialer 
Okonomie. » 

Zugleich hat sich in den meisten Landern die Stellung der Theo- 
retiker in Staat und Welt erheblich gewandelt. Wie einst Roosevelt 
seinen «brain trust» um sich scharte, so ist es heute nicht nur in den 
Vereinigten Staaten, sondern ebenso in England, in Deutschland, 
in Holland, in Schweden usw. ganz selbstverstandlich geworden, 
dass die Zentralbanken, die Wirtschafts-, die Finanzministerien best- 
geschulte Okonomen in ihren Stab aufnehmen und meist noch zu- 
satzlich sich durch wissenschaftliche Beirate beraten lassen. Wenn 
friiher Schmoller meinte, die Wissenschaft habe den Taten des 


g. Simon Kuznets, ‘Economic Growth and Income Inequality”, American 
Economic Review, Vol. xiv (1955), S.28. - Zum Kampf gegen die Wucherung der 
mathematischen Nationalékonomie vgl. u.a. JoHN Maurice Criark, “ Mathe- 
matical Economists and others: A Pleafor Communicability’’, Econometrica, Vol. 15, 
April 1947; Davin Novick, ‘‘ Mathematics: Logic, Quantity, and Method”’, 
Review of Economics and Statistics, Vol.xxxvt (1954), S.357f. Ebenda findet sich 
S.359 ff. die ausserst interessante Diskussion dieses Angriffs durch u.a. L. R. Klein, 
J. Tinbergen, Tjalling C. Koopmans, Paul A.Samuelson und Seymour E. Harris. 
Harris schliesst sein Postskriptum mit dem Zitat jener Satze, welche R. F. Harrod 
und E.A.G. Robinson, die Herausgeber des Economic Journal, als neue Wegleitung 
formulierten und welche weitgehend unserer Auffassung entsprechen (Economic 
Journal, Vol. xiv, 1954, S.1f.): “We regard it as both inevitable and proper that 
in some cases authors should wish to present their work and result with the added 
precision that mathematical argument affords. But we believe that many of our 
readers regret the increasing growth of a linguistic barrier between themselves 
and such authors.... In all cases authors should... state both their assumptions 
and their conclusions in ordinary economic language, and should also aim, when- 
ever possible, at presenting the main stages of their arguments in such terms.” 
Sollte diesem Wunsche entsprochen werden, so ergabe sich unsrer festen Uber- 
zeugung nach sehr schnell eine klare Scheidung zwischen unfruchtbaren mathe- 
matischen Scholastikern und echten mathematischen Okonomen. — Auf die kriti- 
sche Stellungnahme eines so ausgezeichneten Mathematikers wie Kenneth E. 
Boulding habe ich schon friiher hingewiesen (Geschichte, S.198f.). Neuerdings 
schreibt er (vgl. Kyklos, vit, 1955, S.g1) den grundrichtigen Satz, dass Geschichte 
nicht geschrieben werden kann, «as a set of differential equations»; ich wiirde 
hinzufiigen, dass auch keine wirtschaftliche Entwicklung so verstanden und erst 
recht nicht so bestimmt werden kann. 
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Staatsmannes wie der Chor in der antiken Tragédie zu folgen, so 
hat sich nun das Verhiltnis in vielen Staaten umgekehrt: der Rat 
der Okonomen wird vor dem politischen Handeln eingeholt!, und 
wenn auch nur allzuoft unter dem Einfluss politischer Parteien und 
wirtschaftlicher Interessenten der gesetzgeberische oder Verwal- 
tungsakt nur noch wenig Spuren des iiberparteilichen Rates aufweist, 
so ist es doch selbst dann nicht gleichgiiltig, dass die Abweichung 
mit schlechtem Gewissen geschieht, dass die Interessenten zur De- 
couvrierung gezwungen sind und dass daher falschen Massnahmen 
von vornherein der Charakter der Endgiiltigkeit fehlt. 

Alles aber, was bisher angefiihrt wurde, ist zugleich indirekt ein 
Hinweis darauf, dass gerade wenn wissenschaftliche Werkzeuge, 
Modelle und Verfahren heute mehr ais friiher politische Nutzanwen- 
dung finden, es dann fiir die Wissenschaft wie fiir die Politik gleich 
verhangnisvoll werden kénnte, wenn die Theorie nicht in einer zeit- 
gemiassen politischen Okonomie verwurzelt ist". Ich will versuchen, 
dies durch einige aktuelle Beispiele auch fiir die Nicht-Okonomen ver- 
standlich zu machen. 

Es diirfte keinem Zweifel unterliegen, dass wirtschaftlich auf lange 
Zeit hinaus die Férderung der unterentwickelten Lander ein wich- 
tiges Anliegen darstellt, und es diirfte ebenso zweifelsfrei feststehen, 
dass diese Aufgabe unlésbar ware, wenn ausschliesslich nach den 
Spielregein der neo-liberalen oder sonst einer marktwirtschaftlichen 
Theorie verfahren wiirde. Was ben6tigt wird, ist — als Gegenstiick 
zu dem dieser Aufgabe gewachsenen, internationalen System des 


10. In Deutschland werden die Gutachten des Wissenschaftlichen Beirats beim 
Bundeswirtschaftsministerium fortlaufend veréffentlicht (bisher drei Bande). — 
Fiir die USA ist eine ausserst aufschlussreiche Quelle Epwin G. Nourse, Economics 
in the Public Service: The Intimate Story of the First Six Years of the Employment Act, 
New York 1953. Vgl. dazu die interessante Diskussion dieses Buches vom englischen 
Standpunkt aus durch R. L. Marris in der Zeitschrift Public Administration, 1954, 
deutsch unter dem Titel «Wirtschaftswissenschaftler im 6ffentlichen Dienst», in 
Konjunkturpolitik, Zeitschrift fiir angewandte Konjunkturforschung, Bd.1 (1955), 
S. 323 ff. 

11. Es bleibe einer weiteren Abhandlung vorbehalten, die logischen Griinde 
zu klaren, aus denen nicht von der «reinen» Theorie allein aus der Weg zur 
politischen Okonomie gebahnt werden kann. Diese Frage beschaftigt im Augen- 
blick die besten Képfe in England und den USA. Das wichtigste Schrifttum ist 
verzeichnet bei H. Tyszynskt, “‘Economic Theory as a Guide to Policy: Some 
Suggestions for Re-Appraisal”’, Economic Journal, Vol. xv (1955), S. 195 ff. 
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Marxismus - ein supra-nationales System der politischen Okonomie, 
dessen giiterwirtschaftliche Argumente vielleicht Bodinus und den 
Merkantilisten naher stehen werden als den Modellen des Wett- 
bewerbes. 

Weiter: Es ist heute in einigen Landern bereits iiblich, in anderen 
wird daran gearbeitet, ein sogenanntes Volkswirtschaftsbudget auf- 
zustellen —, teils nach selbstandiger Methode, teils nach einem 
Schema, das von Meade bzw. der oEEc aufgestellt ist. Nun ist eine 
volkswirtschaftliche Bestandsaufnahme nach den verschiedenen 
Richtungen hin interessant, und es ist daher begreiflich, dass viele 
Theoretiker und viele Ministerien sich dafiir einsetzen. Aber der 
politische Okonom muss und wird demgegeniiber fragen, ob nur 
eine Bestandsaufnahme oder ob in Wirklichkeit die Aufstellung eines 
Budgets, das heisst eines Voranschlags fiir das kommende Jahr ge- 
wollt ist. Wenn man sich nicht vor einer Planwirtschaft fiirchtet, 
bestehen keine Bedenken auch dagegen. Aber diejenigen, welche 
Markt- und Planwirtschaft fiir einander ausschliessende Gegensatze 
halten, diese Politiker und Theoretiker muss der politische Okonom 
darauf aufmerksam machen, dass ein Soll-Budget sich nur durch die 
kiirzere Befristung von einem Vier- oder Fiinfjahresplan unter- 
scheidet und dass es durch eben diesen Unterschied nicht iiber-, 
sondern unterlegen ist. 

Oder ein anderes Beispiel: Vor zwei Jahren gehérte es beinahe 
zum guten Ton, sich fiir eine sofortige allgemeine Konvertibilitat 
der Wahrungen einzusetzen, und es gab Theoretiker, die jeden an- 
deren Standpunkt als unwissenschaftlich diffamierten. Nun wird 
gewiss niemand von uns Alteren, der die Zeit der englischen Gold- 
wahrung noch erlebt hat, anders als mit leiser Wehmut an jene 
Jahre zuriickdenken, in denen der Automatismus der Goldwahrung 
so grossartig funktionierte, dass weder die Gelehrten noch die Leiter 
der Zentralbanken etwas von Wahrungstheorie verstehen mussten 
und verstanden und dass nach einem hiibschen Bonmot von Max 
Warburg die Menschen «Valuta» noch fiir einen sch6nen Madchen- 
namen hielten. Indessen muss wieder der politische Okonom darauf 
hinweisen, dass diese englische Goldwahrung nur unter ganz be- 
stimmten politischen und moralischen Voraussetzungen funktio- 
nierte, die einmalig waren, die vergangen und nicht wiederholbar 
sind; er wird daher geneigt sein, einstweilen einem Behelfssystem, 
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wie der verbesserten Europaischen Zahlungsunion, den Vorzug zu 
geben. Und er wird, falls es zur Konvertibilitat in Etappen kommen 
sollte, ihre labile Unterlage bedenken und iiber die Méglichkeiten 
zur Behebung von Stérungen nachsinnen und — wie es Luigi Einaudi 
mit so grossem Erfolg getan hat!?— beizeiten iiberlegen, welche an- 
deren Geldsysteme sich in der Vergangenheit als funktionsfahig er- 
wiesen haben, um daraus Belehrung fiir neue, zukiinftige Lésungs- 
méglichkeiten zu gewinnen. 

Die Beispiele liessen sich beliebig haufen. Es lage mir pers6énlich 
nahe, im einzelnen zu belegen, wie auch die jiingsten dynamischen 
Konjunkturmodelle nicht ausreichen als Basis der Konjunkturpolitik 
und nicht einmal der Konjunkturanalyse, wie Spiethoffs anschau- 
liches Verfahren allein den Anspruch erheben kann, im Rahmen der 
politischen Okonomie nicht nur die wirtschaftlichen Vorgange rich- 
tig zu diagnostizieren, sondern auch wirtschaftliche und wirtschafts- 
politische Entscheidungen zumindest zu klaren, vielleicht mitzu- 
bestimmen!’, Aber in einem Augenblick, in welchem Fragen der 
europaischen Integration im Vordergrund stehen — die neue List- 
Gesellschaft wird ihnen ihr besonderes Augenmerk zuwenden -, ist 
es gewiss richtiger, noch einige grundsatzliche Aspekte der poli- 
tischen Okonomie von heute hervorzuheben. 

Vor 125 und vor 100 Jahren haben die grossen Soziologen und 
Okonomen der Zeit, Alexis de Tocqueville und Donoso Cortés, 
Friedrich List und zuletzt auch Karl Marx, mit erstaunlicher Klar- 
heit erkannt, dass in der Mitte dieses Jahrhunderts nur noch zwei 
Weltmichie sich gegeniiberstehen werden: die Vereinigten Staaten 
im Westen, Russland im Osten. Sie alle sahen auch die Gegensatz- 
lichkeit ihrer Systeme, gleichviel ob sie sie politisch als Gegensatz 
zwischen Freiheit und Gewalt oder 6konomisch als Gegensatz zwi- 
schen Kapitalismus und Kommunismus kennzeichneten, fiirchteten 
oder begriissten. List hat daraus die Konsequenz in seiner Ver- 
machtnisschrift gezogen, dass er eine Wissenschaft der Zukunft for- 
derte, «die zum mindesten so grossen Nutzen leisten diirfte als die 
Wissenschaft der Vergangenheit», und er hat es als den eigentlichen 


12. Vgl. Luci Ernaunt, «Teoria della moneta immaginaria», Rivista di Storia 
Economica, 1936, S.1ff., und «Galiani als Nationalékonom», Schweizerische Zeit- 
schrift fiir Volkswirtschaft und Statistik, 1945, S.1 ff. 

13. Vgl. dazu auch meine Einleitung zu SpreTHoFF, op. cit. 
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Beruf «des Politikers und des Nationalékonomen in seiner héchsten 
Bedeutung» bezeichnet: wissenschaftlich fundierte Blicke in die Zu- 
kunft zu tun, und dies ganz besonders in einer Zeit, «in welcher sich 
in allen grossen Weltangelegenheiten ein Umschwung der Dinge 
vorbereitet», im Verhaltnis zu dem alles, «was wir in den verflos- 
senen drei Jahrhunderten gesehen haben, nur ein kleines und 
schwaches Vorspiel gewesen ist»!4. Man kénnte verwandte Worte 
von Nietzsche und von Jacob Burckhardt danebenreihen, und man 
kénnte iiberdies zeigen, wie vor 100 Jahren auch in den kleineren 
Geistern ein Wissen oder zumindest eine Ahnung des Kommenden 
verbreitet war, demgegeniiber heute in allen Landern — und wahr- 
lich nicht nur unter den Okonomen — das Bewusstsein des gigan- 
tischen Umschwungs aller politischen, gesellschaftlichen und 6ko- 
nomischen Verhaltnisse merkwiirdig schwach und erstaunlich un- 
fruchtbar ist. Es hat den Anschein, als ob unsere Vordern, die unter 
geruhsamen Umstanden lebten, mehr Kraft besessen hatten, den 
nahenden Gefahren ins Auge zu sehen, wahrend heute in der Tur- 
bulenz der Zeiten es zum Selbstschutz geworden ist, die Augen 
wegzuwenden und nicht etwa gefasst und klug zu handeln, sondern 
moéglichst unbeteiligt und gefiihllos abzuwarten, was da noch kom- 
men mag. Hierin mag iibrigens ein weiterer Grund liegen, aus dem 
in weiten Kreisen die Verwendung von mathematischen Formeln 
und Modellen so beliebt ist: sie scheinen neutral — sie kompro- 
mittieren nicht. Die politische Okonomie dagegen ist und verlangt 
Stellungnahme. 

Echte politische Okonomie ist daher heute gezwungen, nahezu 
alle Ziele und Begriffe der letztvergangenen Epoche in Frage zu 
stellen, wenn sie die Besonderheit ihres gegenwartigen Inhalts klar- 
legen will. Ich exemplifiziere an einem Begriff, der der List Gesell- 
schaft in der Tradition von Bernhard Harms besonders nahe liegt -, 
dem Begriff der Weltwirtschaft. Bis in die zwanziger Jahre war es 
iiblich, den — iibrigens zunachst nur im deutschen Sprachgebiet 
iiblichen — Begriff systematisch zu definieren. Erst in den dreissiger 
Jahren, nach der allgemeinen Kredit- und Wahrungskatastrophe in 
der westlichen Welt, habe ich ihre politischen Voraussetzungen er- 


14. «Die politisch-6konomische Nationaleinheit der Deutschen», Kap. v: 
Blicke in die Zukunft, in Frrepricu List, Schriften, Reden, Briefe, Bd. 7, S. 482 ff., 
Berlin 1931. 
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kannt, habe ich die Weltwirtschaft bis 1914 als « englische » und die- 
jenige der ersten Nachkriegszeit als «Weltwirtschaft des Als-Ob» 
gekennzeichnet!"®. Diese ist 1931 zusammengebrochen. Aber handeln 
und schreiben wir heute nicht wieder, «als ob» es eine Weltwirtschaft 
gabe? 

Demgegeniiber muss die politische Okonomie darauf hinweisen, 
dass, soweit iiberhaupt sinnvoll mit dem Begriff gearbeitet werden 
soll, dann die Notwendigkeit besteht, von einer doppelten Welt- 
wirtschaft zu sprechen, einer westlichen und einer 6stlichen, und sich 
dariiber klar zu sein, dass beide nach ganz verschiedenen Prinzipien 
aufgebaut sind und weiter werden. Es langt dabei in keiner Weise 
aus, mit Euckens Begriffen zu erklaren, dass die westliche nach den 
Prinzipien der Verkehrs-, die dstliche nach den Prinzipien der Zen- 
tralverwaltungswirtschaft organisiert ist. Denn einmal sind im 
Westen der marktwirtschaftlichen Formen aber hundert, und es 
gehort schon viel Vergewaltigung der Tatsachen dazu, um Spanien, 
Argentinien usw. iiberhaupt als marktwirtschaftlich zu interpretie- 
ren. Sodann: unterscheidend ist gar nicht nur dieses formale Ord- 
nungsprinzip, sondern entscheidend ist der Gegensatz des inneren 
Gehaltes. Mit Begriffen, die Harms gepragt hat und die eigentlich 
erst jetzt ihren vollen Sinn erhalten, lasst sich sagen: die dstliche Welt- 
wirtschaft ist ein kompaktes Gebilde, die westliche ein loses Gefiige. 

Diese Erkenntnis ist bedeutungsvoll nach allen Richtungen der 
Wirtschaftspolitik und nach vielen Richtungen der Wirtschafts- 
theorie hin. Sie macht zum Beispiel darauf aufmerksam, dass sich 
die Arbeitsteilung hier und dort nach vollig verschiedenen Grund- 
satzen vollzieht und dass infolgedessen — bei méglicher Aufrecht- 
erhaltung des Féderalismus — im Osten die wechselseitige Abhangig- 
keit der Staaten, Lander und Provinzen ein komplementares 
Wachstum ihrer Wirtschaft zur Folge hat und jede Desintegration 
ausschliesst, wogegen im Westen die Gefahr eines Riickfalls in na- 
tionale Autarkien droht und jede Wirtschaftskrise abermals das 
ganze Gefiige in chaotische Auflésung bringen kann. Sie erinnert 


15. Vgl. «Von den Wandlungen der Weltwirtschaft in der Nachkriegszeit», 
Weltwirtschaftliches Archiv, 1932, S.1 ff. (Erweiterte Fassung in Wirtschaft und Staat, 
Berlin 1932, S.1ff.) Der urspriingliche Titel lautete: Der Zerfall der Weltwirt- 
schaft. Auf die Bitte des kranken Freundes Harms hin wurde der farblosere Titel 
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ferner daran, dass alle Konvertibilitats- und alle Wahrungsgesprache 
des Westens heute immer nur einen Ausschnitt der Wirtschaft der 
Welt betreffen und dass sehr ernstlich bedacht werden miisste, welche 
Riickwirkung nach aussen und welche Einwirkung von aussen zu er- 
warten ist. Sie muss sodann u.a. das Phanomen des sogenannten 
Ost—West-Handels als ein praktisch wie theoretisch neues Problem 
verstehen lassen —, ein Problem sui generis, weil alle Automatismen 
hinwegfallen, weil die Ausgleichstendenzen durch Kapital- und 
Arbeitsbewegungen nicht existieren und daher auch im Westen die 
Staatsingerenz in mancherlei Form nicht entbehrt werden kann, 
vielleicht sogar noch ausgebaut werden muss. Sie muss infolgedessen 
die aktuelle Wichtigkeit (nicht die logische Richtigkeit) aller Mo- 
delle der «reinen» Theorie des auswartigen Handels bestreiten!*; 
denn diese kénnen bestenfalls noch zur Klarung der auswartigen 
Wirtschaftsbeziehungen zwischen einigen hochindustrialisierten 
Landern des Westens beitragen, doch nicht zwischen West und 
Ost, nicht zwischen westlichen Industriestaaten und unentwickelten 
Landern, nicht zwischen Sowjetrussland und komplementaren 
Satelliten. 

Was von Begriff und Wesen der Weltwirtschaft zu sagen ist, gilt 
in noch verstarktem Masse, sobald wir uns den Problemen der euro- 
paischen Integration zuwenden. Sie greifen alle iiber das Gebiet 
der reinen Theorie hinaus und reichen so stark in das Gebiet des 
politischen Handelns hinein, dass selbst die politische Okonomie nur 
einige, freilich nicht unwichtige Fragen zu stellen und Lésungen vor- 
zubereiten vermag. Auch hier ist es zweckmassig, vom Wort, von der 
Auflésung des Schlagwortes her zu beginnen. Nicht zufallig ist das 
Wort ja ganz jungen Datums; denn was fiir einen Sinn hatte es im 


16. Zu meiner Freude finde ich, dass JAcoB VINER in anderem Zusammenhang 
zu ganz verwandten Ergebnissen gelangt. Zu dem Sammelwerk Economics and 
Public Policy (Brookings Lectures 1954, Washington 1955) hat er einen Vortrag 
«International Trade Theory and its Present Day Relevance» beigesteuert 
(S. 100 ff.), in dem er, in Auseinandersetzung mit Haberler, feststellt, dass die 
klassische Theorie ihre Wichtigkeit fiir die Probleme der heutigen Welt verloren 
hat, dass Wichtigkeit von héchster Bedeutung fiir die dkonomische Theorie ist und 
dass daher auf neuen Wegen, zunachst unter Verlust von Strenge und Eleganz der 
Aussage, eine andre theoretische Annaherung an die Wirklichkeit not tut. Viner 
fordert die erstrangige Beriicksichtigung der « Variablen» — das aber sind in 
unsrer Formulierung die politisch-dynamischen Faktoren. 
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14. Jahrhundert gehabt, von europaischer Integration zu sprechen, 
da Europa damals noch eine religidése und kulturelle Einheit war -, 
was fiir einen Sinn aber auch im 18., im 19.Jahrhundert und vor 
1914, da Europa, in Nationalstaaten zerfallen, dennoch wirtschaft- 
lich im Rahmen der jeweiligen Technik eine verhaltnismassig enge 
Bindung aufwies und da Englands Politik des europadischen Gleich- 
gewichts eher darauf gerichtet war, einen starkeren Zusammen- 
schluss des Kontinents zu verhindern? Am ehesten hatte noch Na- 
poleon zur Zeit der Kontinentalsperre von einem Ziel der wirt- 
schaftlichen Integration sprechen kénnen; doch war ihm in diesem 
Fall die Wirtschaft nur Mittel im politisch-militarischen Kampf um 
die franzésische Hegenomie, und iiberdies gehort der véllige Zerfall 
Europas durch die «nevrose nationale» (Nietzsche) erst in dieses Jahr- 
hundert. Integration ist daher erst eine Notwendigkeit von heute -, 
Integration meint Riickgangigmachung jener Aufloésung Europas, 
welche der iiberbordende Nationalismus im Gefolge gehabt hat -, 
Integration heisst, dass man die disiecta membra der nationalistischen 
Kontinentalstaaten zu einem einheitlichen Wirtschaftskérper neu 
zusammenfiigen méchte. Wer wirklich Integration will, muss daher 
ehrlich erklaren, dass es keine wirtschaftliche Integration geben kann 
ohne einen Abbau der iibersteigerten Souverdnitatsrechte. 

Das ist ein Faktum, welches uns iibernationalisierten Kontinen- 
talen nur schwer eingeht; um so lehrreicher ist die Diskussion hier- 
mit verbundener Fragen, welche der Englander Meade am Beispiel 
England—USA untersucht hat!’. Indessen ist der politische Vorgang 
und das ékonomische Problem in kleinerem Raum ja auch fiir uns 
Kontinentale nicht vollig neu. Liest man die beriihmte Denkschrift, 
mit der seinerzeit Friedrich List im Namen der Kaufmannschaft fiir 
einen Deutschen Handels- und Zoll-Verein eingetreten ist, so braucht 
man nur die Namen der deutschen Kleinstaaten, ihrer Zélle und 
Mauten durch die Namen der europiaischen Kleinmachte zu er- 
setzen — und wir sind unmittelbar vor die Aufgaben der Gegenwart 
gestellt. Und diese Besinnung kann insofern sehr trostreich sein, weil 
sie lehrt (das haben die drei Bande der alten List-Gesellschaft iiber 


17. Vgl. James E. MEApe, Problems of Economic Union, Chicago 1954; deutsch 
unter dem Titel « Probleme der Wirtschaftsunion souveraner Staaten», als zweite 
Abhandlung in MEape, Probleme zationaler und internationaler Wirtschaftsordnung, 
Tiibingen und Ziirich 1955. 
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Vorgeschichte und Begriindung des Deutschen Zoll-Vereins!® héchst 
eindriicklich bewiesen): Auch wenn der ideale Schwung des An- 
fangs erlahmt, kann die Aufgabe von wirtschaftskundigen Ministern 
und Beamten zu gutem Ende gefiihrt werden; die Idee war noch 
immer der grosse Motor der Geschichte, doch einen haltbaren Bau 
auszuftihren braucht es die Hand und die Kunst des Staatsmanns. 

Allein gerade an diesem Vorbild tritt die besondere Schwierig- 
keit der heutigen Lage klar hervor. Damals waren es Fiirstenstaaten, 
die kleine Souveranitatsrechte zu opfern hatten, und die wirtschaft- 
lichen Reibungen und Verluste, die mancherorts in Kauf zu nehmen 
waren, wogen gering gegeniiber dem allgemeinen Aufschwung, wel- 
chen das grosse Zollgebiet verhiess und tatsachlich brachte. Damals 
verband ferner die Bevélkerung der zu einenden Staaten zwar weder 
gleiche Tradition noch gleicher Glaube, doch eine gleiche Sprache 
und ein neuerwachtes, daher besonders starkes Eins-Gefiihl. Zudem 
vollzog sich der ganze Vorgang inmitten einer Welt, die im grossen 
und ganzen sich auf die Rolle des interessierten Zuschauers be- 
schrankte, die manchmal politisch, fast niemals wirtschaftlich eine 
Gefahr witterte und die alle Bedenken hinter dem Gefiihl fiir die 
Zeitgemassheit der Ereignisse zuriickstellte. Heute dagegen besitzt die 
iibernationale Idee nicht die gleiche Stosskraft. Und iiberdies prallen 
in diesem Resteuropa, um dessen Integration es sich dreht, nicht nur 
politisch die beiden Weltmachte USA und Russland, sondern auch 
wirtschaftlich die beiden Weltsysteme Kapitalismus und Kom- 
munismus aufeinander. Es sind daher fortlaufend Entscheidungen 
gefordert, Entscheidungen, welche jede der Weltmachte und jedes 
der Weltsysteme tangieren, weitreichende Entscheidungen von sol- 
cher Grdésse, dass kleine Staatslenker vermutlich nur allzugerne das 
« quieta non movere» vorziehen und es darauf ankommen lassen, ver- 
einzelt und schwach zu bleiben und vereinzelt der Reihe nach einem 
Moloch zum Opfer zu fallen. In dieser Situation ist es eine vornehme 
Aufgabe der Okonomen, die technischen und 6konomischen Kriafte 
aufzuzeigen, die, unabhangig von politisch wechselnden Konstel- 
lationen in den einzelnen Landern, eine Zusammenarbeit zweck- 
massig oder gar notwendig erscheinen lassen. Mit anderen Worten: 
nicht auszugehen von Planen, welche Namen sie auch immer tragen 
und welchen Inhalt sie auch haben mégen, sondern so, wie List 

18. Veréffentlichungen der Friedrich-List-Gesellschaft e.V., Bd. vui—x, Berlin 1934. 
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und Marx es, jeder auf seine Weise, getan haben: von den bewegen- 
den Kraften, welche die nachste Zukunft bestimmen. Dazu besteht 
um so mehr Anlass, als ich mich nicht zu tauschen glaube mit der Be- 
hauptung: es ist eine neue Etappe der industriellen Revolution’® im Werden, 
deren Ausmass vermutlich die industrielle Revolution des 19. Jahrhunderts 
noch weit iibertrifft®®. Wir werden uns daher notwendig mit Problemen 
auseinandersetzen miissen, wie zum Beispiel: welche Bedeutung es 
national und intereuropaisch und international und insbesondere 
fiir die Montan-Union hat, wenn das Zeitalter der Kohle zu Ende 
geht; ferner: wenn die Kunststoffe in wachsendem Grade die Natur- 
stoffe, das Holz, die Wolle und schliesslich auch das Eisen zuriick- 
drangen; schliesslich: wenn eine friedliche Nutzung der Atomkraft, 
der Kernspaltung und der Kernvereinigung, nicht nur eine neue 
Kraftquelle, sondern auch ganz neue Méglichkeiten der praktischen 
Verwendung auf den allerverschiedensten Gebieten, nicht nur der 
Industrie, sondern zum Beispiel auch der Landwirtschaft, der Medi- 
zin usw., erschliesst. 

Dies alles und vieles andere sind echte, drangende Probleme einer 
politischen Okonomie, welche zeit- und weltoffen bei der Lésung 
der lockenden, gefahrlichen Aufgaben, die der jungen Generation 
gestellt sind, zu helfen bereit und gewillt ist. Hierzu braucht es, grade 
weil wir nicht mehr den Fortschrittsoptimismus unserer Vorfahren 
teilen, ein ungewohnliches Mass von Verantwortung, Besonnenheit 
und Mut. Aber vielleicht ist unsere gréssere Skepsis auf der anderen 
Seite auch wieder ein Schutz und eine Hilfe in einer Zeit, von der ich 
mit Listschen Worten sagen méchte: es bahnt sich eine 6konomische 
Umwiélzung an, die «mit Naturnotwendigkeit alle politischen und 
politisch-6konomischen Verhiltnisse alier Nationen und Lander, 
der zivilisierten wie der jetzt noch nicht zivilisierten, im Lauf des 
gegenwartigen und des nachsten Jahrhunderts von Grund auf ver- 
andern wird »?!, Unser Appell und unsere Arbeit werden nicht um- 


19. Vgl. meine Abhandlung in Kyklos, vit (1955), S. 1 ff.; sie ist inzwischen in 
leicht erweiterter Fassung als Broschiire unter dem Titel Okonomik der Atomkraft 
erschienen (K6ln 1955). 

20. Dass der Umbruch der Zeit aus tieferen Schichten kommt und das gesamte 
menschliche Dasein erfasst und bedroht, hat Alfred Weber in seiner Altersweisheit 
erkannt. (Vgl. A. WEBER, Der dritte und der vierte Mensch, Miinchen 1953.) 

21. Op. cit., S. 486. 
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sonst gewesen sein, wenn man dereinst wird sagen konnen: gewachsen 
war dieser unheimlichen Weltstunde in Erkenntnis und Ratschlag 
die politische Okonomie. 


Universitat Basel (Schweiz) EDGAR SALIN 


ZUSAMMENFASSUNG 


Bei voller Wiirdigung der Aufgaben und Leistungen der reinen Theorie und der 
Okonometrie halt der Verfasser eine Besinnung auf jene Elemente unserer 
Wissenschaft fiir erforderlich, welche die Klassiker, Friedrich List und Karl Marx 
als « politische Okonomie» bezeichneten. In Ubereinstimmung mit Kuznets u.a. 
postuliert er einen Ubergang von der Marktwirtschaftslehre zu einer Okonomie, 
welche die Probleme des wirtschaftlichen Wachstums adaequat zu behandeln 
vermag, und gibt einige Beispiele fiir die Aufgaben einer politischen Okonomie 
in unserer Zeit. Genannt werden die Frage der Entwicklung unterentwickelter 
Gebiete, der Aufstellung eines Volkswirtschaftsbudgets, der Neuordnung des 
internationalen Wahrungssystems, der Konjunkturpolitik. Besonders unter- 
strichen wird die Notwendigkeit, zwischen einer westlichen und einer éstlichen 
Weltwirtschaft zu unterscheiden, da nur so die verschiedene Industrie- und 
Arbeitsteilung, der verschiedene Gesamtaufbau und die verschiedene Krisen- 
anfalligkeit verstanden werden kénnen. Ebenso wird auf die politischen Voraus- 
setzungen jeder wirtschaftlichen Integration Europas hingewiesen, da diese nur 
méglich werden kann bei einem Abbau der ibersteigerten Souveranitatsrechte. 
Eine solche Riickkehr zu den Prinzipien einer zeitgemassen politischen Okono- 
mie ist umso dringlicher, als wir, wie der Verfasser dargelegt hat (vgl. Kyklos, 
Bd. vit, 1955, Nr. 1, S. 1ff.), uns vor einer neuen Etappe der industriellen 
Revolution befinden, die in ihrem Ausmass vermutlich die des 19. Jahrhunderts 
noch weit iibertrifft. 


SUMMARY 


Political Economy—today. While fully appreciating the functions and achievements 
of pure theory and of econometrics, the writer considers it necessary to bear in 
mind those elements of our science which the classical economists, Friedrich List 
and Karl Marx called “‘political economy’’. In agreement with Kuznets and 
others, he postulates a transition from the theory of the market-economy to an 
economy which is capable of dealing adequately with the problems of economic 
growth, and he gives some examples of the functions of a political economy in 
our day. Reference is made to such questions as development of under-developed 
countries, the drawing-up of a national economic budget, reform of the international 
monetary system, and trade-cycle policy (Konjunkturpolitik ). Special emphasis is 
laid on the need to distinguish between a western and an eastern world economy, 
since this alone makes it possible to comprehend the difference in the division of 
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industry and labour, the difference in general structure and the difference in 
susceptibility to crises. The writer also draws attention to the political prerequi- 
sites of any economic integration of Europe, since this will become possible only 
if there is retrenchment of exaggerated rights of sovereignty. A return, along 
these lines, to the principles of a political economy suited to the times is all the 
more urgent in that, as the writer pointed out in an earlier article (cf. Kyklos, 
Vol. vit, 1955, No. 1, p. 1 ff.), we are about to enter upon a new stage of the 
industrial revolution, and one which is likely to be much wider in scope than 
even its nineteenth-century predecessor. 


RESUME 


Economie politique — aujourd’hui. En appréciant a leur pleine valeur les buts et les 
résultats de la théorie pure et de l’économétrie, l’auteur tient pour indispensable 
la connaissance des éléments de notre science que les classiques, Friedrich List et 
Karl Marx, ont désigné sous l’expression d’« économie politique». S’accordant 
notamment avec Kuznets, il préconise que l’on passe aujourd’hui de la théorie 
de l’économie de marché a une économie pouvant traiter de fagon adéquate les 
problémes de la croissance économique et il donne quelques exemples des taches 
d’une économie politique moderne. II cite la question du développement des terri- 
toires sous-développés, de I’établissement d’un budget économique global, de la 
réorganisation du systéme monétaire international et de la politique de conjoncture. 
I] souligne en particulier la nécessité de distinguer entre une économie mondiale 
«a occidentale» et une économie mondiale «a l’orientale», car ce n’est qu’en 
procédant de la sorte que l’on peut comprendre la division dissemblable de 
lindustrie et du travail, la disparité dans la structure générale, ainsi que la 
sensibilité différente aux crises. De méme, il souligne les conditions politiques 
préalables a toute intégration économique de |’Europe, attendu que celle-ci 
ne pourra étre possible sans une réduction des droits excessifs de souveraineté 
des divers pays. Un tel retour aux principes d’une économie politique actuelle 
est d’autant plus urgent que nous nous trouvons, ainsi que l’auteur l’a exposé 
(voir Kyklos, vol. vit, 1955, n° 1, p.1 et svtes), devant une nouvelle étape de la 
révolution industrielle qui dépassera vraisemblablement de loin en ampleur celle 
du dix-neuviéme siécle. 
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HISTORY AND THE SOCIAL SCIENCES 
RECONSIDERED" 


Of the entire human species, and especially of those who concern 
themselves with knowledge and scholarship, we who study, teach 
and write history are the most colossally impudent. The physicist 
seeks only to know and understand the inanimate world of matter. 
The economist confines his investigations to that fictitious fraction 
known as the economic man who does nothing but produce and 
distribute wealth, or in words of the report, the economist develops 
his subject by abstracting particular patterns from the general com- 
plex of human bevahior. The psychologist is concerned with another 
fragment of man, starting or ending with mental or emotional activi- 
ties but covering many others in the process. So it is with all the many 
specialists who have emerged with bewildering rapidity during the 
past century when accumulated knowledge has reached vast and 
complex proportions. The cultural anthropologist is not overmodest 
in setting the boundaries to his field of knowledge, but compared 
to us in history he is a shrinking violet. The historian alone has the 
effrontery to assert that it is his task to synthesize all knowledge and 
to tell the complete story of man in all his activities and aspects, 
including his relations with the material world. It is true that econo- 
mists, psychologists and all the rest, recognizing the inadequacy of 
their partial accounts, frequently wander far afield to offer more 
satisfactory explanations than the limitations of their subjects permit. 
Indeed just as the physicist and the chemist who push their studies 
to the present frontiers of knowledge, find their subjects blending, 
so also do the various specialists in the social sciences. But the historian 
alone proclaims it as his primary duty and responsibility to seek and 
tell the whole truth. To cap this climax the historian normally expects 
to do all the necessary original research. 

Far from rejecting this presumptious conception of the role of the 


* A comment on The Social Sciences in Historical Study: A Report of the Committee 
on Historiography. Bulletin No. 64, 1954. Social Science Research Council, New 
York. x, 181 p. The members of the Committee were Thomas C. Cochran, Samuel 
Hugh Brockunier, Hugh G. J. Aitken, Shepard B. Clough, Bert James Loewen- 
berg and Jeannette P. Nichols. 
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historian, I believe it to be precisely correct. The human mind being 
what it is someone has to attempt the total synthesis and who is better 
qualified to do so, or perhaps I should say who should be better 
qualified to do so, than the historian. 

These thoughts lead me to my first comment on the report of the 
Committee on Historiography. It is a comment not a criticism, yet 
a comment that needs to be made in order to place the report in its 
proper perspective. Unlike the previous report, no. 541, which was 
concerned with the problems and the fundamental presuppositions 
of history in its all-inclusive sense, this report treats only of the rela- 
tions of history with the social sciences or, as the title of the semi-final 
draft of the report put it, “‘ The Social Science Approach to History”’. 
True, the so-called social sciences probably contain the most fruitful 
and significant knowledge for the historian, and certainly the Com- 
mittee is justified in restricting their study to a partial approach to 
history, especially since they label it as such. Yet a reminder that 
the social science historian is a lesser being than the historian may 
be in order. Social science history, like patriotism, is not enough. 
Although the Committee is aware of this there are places in the report 
which read as if they had temporarily forgotten it and as if they 
believed that the social science approach would lead to the complete 
answer, to the total synthesis. 

A more serious matter is the failure, or so it seems to me, to make 
clear just what the social science approach to history is. By “the social 
science approach”’ the Committee does not refer to the facts or 
knowledge in the various social sciences which the historian can take 
and use. They mean the procedure which is employed in the social 
sciences to arrive at understanding and truth. The procedure involves 
the deliberate use of theory, concept, hypothesis, or what is called 
“fan operational working hypothesis’, cumulative analysis and other 
steps in rational operations. Of the merits and desirability of such a 
method in studying and writing history I have no doubts. Indeed 
in a small way I recently attempted to apply that very procedure 
to a historical problem that interested me. What I do object to is 
the assertion that this method is a social science approach. To the 
best of my exceedingly limited understanding of such matters this 


1. Theory and Practise in Historical Study: A Report of the Committee on Historiography. 
Bulletin No. 54, 1946, Social Science Research Council, New York. x1, 177 p. 
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method or procedure is also that of the physical or so-called exact 
sciences, indeed these may have a prior or better claim to the method. 
For this belief I find support in some of the books the Committee 
itself uses to describe the method. Bridgman’s The Logic of Modern 
Physics and Conant’s On Understanding Science are prominently cited 
to illustrate or explain the very method which is being described as 
distinctive of the social sciences. Let me repeat I am not objecting 
to the method, which I believe should be and could profitably be 
employed by historians. Only I believe it to be scientific method, 
not social science method. In consequence, when I look for what is 
meant by the social science approach I do not find an answer that 
convinces me there is a separate social science procedure or method. 
This, I submit, is more than a quibble about words. 

If we admit, as we must, that the historian should be informed of 
the concepts and hypotheses by which the non-historical social 
sciences develop and that he should also be able to incorporate in 
his synthesis the latest findings of the social sciences, we can readily 
agree with the Committee that the historian’s task is one of con- 
siderably greater complexity than that which faces any single one 
of the non-historical social sciences. How difficult and complex it is 
can be illustrated by the experiences of the Committee when they 
tried to assemble a brief summary of the social science theories or 
hypotheses which might be of special use to the historian. They 
requested one or more specialists in each science to prepare a paper 
on the value of the concepts and theories of his particular discipline 
for historical purposes. Each of these papers were then discussed at 
length. The desired result was not attained. In the words of one draft 
of the report “no chains of empirically testable propositions that 
might be called a coherent theory emerged from any of the discus- 
sions” and the proposed chapter became “a kind of dictionary of 
useful terms and concepts”. Even this had to be abandoned because 
it was found that the various social scientists could not agree on the 
definitions of the terms and concepts. Consequently, the Committee 
limited itself to a survey of the social sciences, pointing out the most 
promising areas of development and the areas of most interest to the 
historian. 

This survey which constitutes the longest chapter in the report is, 
I believe, a remarkable tour de force. I found the accounts of recent 
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trends and achievements in the various social sciences stimulating, 
enlightening and profitable. I have a strong suspicion that some 
specialists in the several fields might disagree, perhaps even vigor- 
ously, with the statements of the objectives and current status of their 
science. Certainly those geographers who concentrate on human 
geography may register objection to being omitted completely from 
the social sciences. Still for me and any other historians who have 
found themselves unable to keep abreast of the rapidly growing social 
sciences this survey has genuine value. We will not care if the neces- 
sarily brief accounts are too dogmatic or not hedged with sufficient 
qualifications. 

One feature of the survey, and for that matter of the entire report, 
which will give us pause, is the presence of a large number of technical 
and abstract terms, the meanings of which we must learn. Obviously, 
the historian must understand the language employed in the separate 
social sciences if he is to benefit from the specialized knowledge being 
accumulated. The Committee assumes that if a scholar from another 
discipline has a general idea of the methods and interests of a particu- 
lar field, he can, when faced with a research problem, acquire the 
appropriate knowledge. This assumption is false. The experience of 
the Committee itself, when it discovered that the social scientists on 
the Council could not agree on definitions of terms, should have 
indicated the seriousness of the problem for the historian when he 
must master specialized languages in which the same term may have 
different meanings. Moreover, the historian, if he is to meet his 
responsibility, must be able to translate the technical terms into a 
common speech which can be understood by the members of all the 
social sciences and by the general public as well. One of the criticisms 
which can justly be made against the report is that not enough trans- 
lation has been done. Most historians will find it necessary, as I did, 
to shed much mental sweat before they can feel that they really under- 
stand the technical terms with which the report abounds. 

What makes the burden still heavier is that one of the languages 
now regularly employed in some of the social sciences is mathematics, 
and mathematics on a higher level than that normally reached by 
historians. Does this mean we must spend even more years in prepa- 
ration before we can do our work in history? And is there not danger 
as well as absurdity in the situation? If he knows not England who 
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only England knows, it is also true that he knows not England who 
spends his entire life studying India, Australia, France, and Germany 
to the neglect of England. By the time the would-be historian acquires 
the knowledge and understanding made possible by psychology, 
sociology, economics and all the rest, will any time be left to do the 
necessary research in the records of the past and to compose the total 
synthesis? Perhaps the answer can be found in the remark of a 
colleague of mine in economics to whom I took an article in the 
American Economic Review with a request that he tell me what it meant. 
The article contained a few ordinary words and many mathematical 
symbols which were manipulated in a series of pleasing designs. My 
economist friend, a full professor, admitted at once that he too could 
understand none of it. Nor, he assured me, could the large majority 
of the professors in economics in the country. When I made the 
obvious and pointed remarks that we make when finding a colleague 
as ignorant in his field as we are in our own, he replied that there 
was no reason to worry, that if new knowiedge or light was obtained 
by the application of complex mathematics there would be some 
economists able and willing to translate the results into language 
they all could understand. 

Whatever the solution of this part of the large problem, there can 
be no doubt that the historian, or for that matter any social scientist 
or any scholar who is applying the findings or techniques of a highly 
developed branch of knowledge in another field should be certain 
of their knowledge and of its application. The Committee in the 
report warns of the damage that can be done by a little knowledge 
of another field even in so closely related subjects as the social sciences, 
but in my opinion, does not sufficiently stress the danger. Current 
scholarly literature offers ample proof of it. Freudian psychology has 
cast much light on human motives and action, but we have all seen 
horrible examples of the applications of its terms and of what is 
thought to be its findings by scholars whose acquaintance with the 
subject is, to adopt British understatement, slight. Sometimes the 
question is not the author’s mastery of the subject but the deeper 
issue of whether or not the methods and conclusions of one field of 
knowledge can be fruitfully or justifiably applied in another field. 
Let me illustrate. About ten years ago a professor of sociology wrote 
a large book entitled Dimensions of Society, A Quantitative Systematics for 
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the Social Sciences. He belongs to that group of sociologists—to the 
honor of sociology it should be stated that it is a minority group—who 
believe that everything, including the love between a man and a 
woman, can be accurately measured, and stated in a mathematical 
formula. Because there is such a school of thought the book was taken 
very seriously and in the same number of the American Sociological 
Review received two lengthy reviews, one by a distinguished socio- 
logist at Harvard, the other by a distinguished mathematician at 
the California Institute of Technology. The latter replied directly 
to a fundamental question the author raised when he asked: “Can 
dimensional analysis of societal situations be used, as dimensional 
analysis is used in Physics?’’ The mathematician replied that as a 
mathematician he would say no, ‘“‘at least until someone can give a 
meaningful answer to such exactly analogous questions as: ‘How 
many yards of buttermilk does it take to make a pair of britches for 
a bull?’”’* There is wisdom as well as amusement in that answer. 

The most valuable section of the report, in my opinion, is the final 
chapter which discusses some of the studies that should result from 
an application of the social science approach to history. Probably 
this appeals because unlike most of the report it shifts from abstract 
ideas to specific problems to be investigated. Most of us in the field 
of history feel secure and at ease only when dealing with specific and 
concrete facts and ideas. Many more illustrations in the other portions 
of the report would have added greatly to its effectiveness. Exhorta- 
tions to ascertain the best knowledge in other branches of learning 
and theoretical descriptions of method in abstract terms are apt to 
have little impact on the practise of historical writing. 

Even in this final chapter when the discussion is focused on illus- 
trations in American history, I would have liked more specific help. 
It is all very well to state that the changing character of family 
relations must be studied and used in the historical synthesis since 
familial conditioning is of fundamental importance in shaping the 
course of civilization. To that I agree. In fact I have said in print 
that one of the most significant consequences of the phenomenal drop 
in the birth rate from the 1880's to the 1930’s is the novel psychologi- 
cal experience of Americans who grew to maturity in the period of 


2. The mathematician was E. T. Bell. The review is in the American Sociological 
Review, vu, Oct. 1942, 707-709. The quotation is on p. 709. 
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the low birth rate’. The difference between a childhood in a family 
where there are five or more children and one in a family containing 
one or no brother or sister must be great. When the one or two child 
family became typical for so large a proportion of the population it 
would seem inevitable that changes in behavior and attitudes would 
be noticeable. Modern psychology can tell us something of the effect 
on the individual. But the historian who wishes to trace the effects 
of the psychology of the small family on the social history of the 
United States will get no help from this report. The Committee 
asserts that studies of this sort are precisely those which need to be 
done, yet offers no suggestions as to where to find materials or how 
to proceed except by hypothesis and verification. 

Another subject for further exploration is one on which I have 
often speculated. For years I have been telling my classes that we 
have become a nation of employees, of hired hands, and that the 
consequences of that fact must be highly important. The statistics 
on the disappearance of the independent grocer and the substitution 
for him of a clerk are easy to find, and even the large number of the 
professions who are now employees of corporations can be estimated. 
It is not that aspect of the phenomenon which interests me but the 
psychological effect and the consequent influence on our entire 
history. Are the American people now dominated by an employee 
psychology and, if so, what in our history can be explained by that 
fact? I regularly confess to the class I do not know, »ut I am certain 
much could be explained if I did know. Let me put it this way. The 
report of the Committee says (p. 163) that “the American people in 
the early 1930’s, facing a new cultural situation, displayed qualities 
of resignation not easily explicable on the basis of either the tradi- 
tional or immediate events of their past”. Suppose I follow the 
method advocated so strongly in this report, and deliberately formu- 
late a hypothesis, to wit: The American people displayed these 
qualities of resignation because the employee psychology and atti- 
tudes had become dominant. What then, how do I verify it, what 
materials can I use, where can I turn? At this point the Committee 
has nothing to offer. 

One other suggestion for further exploration is a repetition of what 

3. “Some Consequences of the Urban Movement in American History”’, 
Pacific Historical Review, xx, Nov. 1953; P- 344- 
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I said when Report no. 54 appeared. In the modern period scholars 
are confronted with more source materials than can be read in a life 
time. The old standard of scholarship requiring an examination of 
all source materials and of all secondary writings is absurd. Sampling 
is essential. Some Committee would render historical scholarship a 
great service by a realistic study of what can and should be done. 
The complexities of this are vast, the need urgent. 

My final comment may appear to be heresy to the members of the 
Committee and the many who share their approach. Muchas I agree 
with their fundamental position, and certain as I am that under- 
standing and fruitful results can be obtained by the methods the 
Committee advocates, I apprehend a great disservice to history which 
may result from an abuse or a too narrow application of their ap- 
proach. In other words I fear that “the social science” approach may 
dehumanize mankind. After objecting strongly to the synthesis built 
around great men and events, and to the prevailing tendency for a 
popular dramatic frame of reference, the report says (p. 160) : “‘ This 
general approach is often valid when applied to the actions of a single 
individual, but neither narrative nor popular drama is usually suited 
to the analysis of mass phenomena. While drama will still be found in 
the conflict and resolution of forces in group challenge and response, 
this is likely to be drama on a nonpopular abstract level.’ In this 
attitude I fear I can see the seed which could flourish into a mon- 
strosity comparable to that produced by the sociologists who try to 
measure emotion in a mathematical formula. I do not subscribe to 
the great man theory of history. At the same time I object to seeing 
great men or all the little men reduced to a decimal point of “‘mass 
phenomena” in a “drama on a nonpopular abstract level”. There 
is poetry in life. And the history, or any science, that omits the poetry 
from life is both untrue and dangerous. 


University of Washington, W. Strutt Hott 
Seattle, Washington ( U.S.A.) 
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SUMMARY 


The historian assumes the obligation to make a synthesis of all of man’s activities 
and has therefore a larger responsability than the social scientists in their various 
fields of knowledge. It is difficult to identify a social science approach to history 
or a distinctive social science method or procedure. At least the report of the 
Committee on Historiography which contains a lengthy discussion of the proper 
method in the social sciences does not successfully differentiate it from the method 
of the so-called exact sciences. One of the serious problems confronting the histo- 
rian is how to acquire the best current knowledge available in the social sciences. 
Indeed to do so necessitates learning the technical languages which have been 
developped in these complex and rapidly expanding fields of knowledge, espe- 
cially since one of the languages now regularly employed is mathematics on a 
higher level than is normally reached by historians. There also remains the more 
fundamental problem of whether or not the findings and procedures in one 
highly developed branch of knowledge can be fruitfully or justifiably applied in 
another field. Disastrous examples to the contrary are easy to locate. 

Two types of historical problem on which the historian needs and would 
welcome assistance from the social scientist are (1) what has been the effect in 
history of the change in psychological experience that occurred when so large 
a proportion of the population grew up in a one or two child family instead of a 
five or six child family? (2) What are the changes in political and social history 
resulting from the fact that so large a proportion of the population are now 
employees instead of being independent economic units? The danger of social 
science history is that if abused or distorted it may dehumanize history. There is 
poetry in life. And the history, or science, that omits the poetry from life is both 
untrue and dangerous. 


ZUSAMMENFASSUNG 


Geschichte und Sozialwissenschaften — eine Wiedererwagung. Der Historiker hat die Auf- 
gabe, eine Synthese aller menschlichen Tatigkeiten zu erarbeiten und tragt daher 
eine gréssere Verantwortung als der Sozialwissenschafter in seinen verschiedenen 
Spezialgebieten. Es ist schwierig, eine besondere sozialwissenschaftliche Betrach- 
tungsweise (approach) der Geschichte oder eine spezielle sozialwissenschaftliche 
Methode oder ein Verfahren zu erkennen. Wenigstens wird im Bericht des 
Committee on Historiography, der eine langere Diskussion iiber die den Sozialwissen- 
schaften eigene Methode enthalt, diese nicht geniigend von der Methode der 
sogenannten exakten Wissenschaften abgehoben. Eines der heiklen Probleme, 
denen sich der Historiker gegeniibersicht, ist die Frage, wie er am besten die 
neuesten Kenntnisse in den Sozialwissenschaften sich aneignen kann. Hierzu ist 
es in der Tat notwendig, die technische Sprache zu erlernen, die in diesen kom- 
plexen und sich rasch ausdehnenden Wissensgebieten entwickelt wurde, nament- 
lich seit eine dieser Sprachen, die nun regelmassig verwendet wird, die Mathe- 
matik ist, und zwar auf einer héheren Stufe, als dem Historiker normalerweise 
erreichbar ist. Es stellt sich iiberdies das tiefere Problem, ob die Erkenntnisse und 
Verfahren eines hochentwickelten Wissenszweiges in fruchtbarer oder zu recht- 
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fertigender Weise auch in einem andern Gebiet angewendet werden kénnen. Es 
ist nicht schwer, hiergegen abschreckende Beispiele anzufiihren. 

Bei den folgenden zwei historischen Problemen benétigt und begriisste der 
Historiker die Hilfe des Sozialwissenschafters: 1. Welches ist die geschichtliche 
Wirkung der veranderten psychologischen Situation, die sich aus der Tatsache 
ergab, dass ein so grosser Teil der Bevélkerung in den USA in Ein- oder Zwei- 
kinderfamilien aufwuchs statt in Familien mit fiinf oder sechs Kindern? 2. Welches 
sind die Veranderungen in der politischen und Sozialgeschichte infolge des Um- 
standes, dass ein so grosser Teil der Bevélkerung heute Unselbstandigerwerbende 
und nicht mehr unabhangige Wirtschaftssubjekte sind? Die Gefahr der Sozial- 
wissenschaftlichen Betrachtungsweise der Geschichte liegt darin, dass sie durch 
Missbrauch oder Verzerrungen die Geschichte entmenschlichen kénnte. Es hat 
Poesie im Leben, und jede Geschichtsschreibung und jede Wissenschaft, welche 
diese Poesie missachtet, ist unwahr sowohl als auch gefahrlich. 


RESUME 


Histoire et sciences sociales — revision. L’historien a pour mission de faire une synthése 
de toutes les activités humaines et assume par conséquent une plus grande res- 
ponsabilité que les adeptes des sciences sociales dans leurs différents domaines. 
Il est difficile de déterminer une maniére spécifique d’aborder l’histoire sous l’angle 
des sciences sociales, soit une méthode ou procédure propre aux sciences sociales. 
Du moins le rapport du Committee on Historiography qui contient une assez longue 
discussion de la méthode propre aux sciences sociales ne la différencie pas nette- 
ment de la méthode des sciences appelées exactes. L’un des graves problémes 
pour l’historien est de savoir comment acquérir le mieux les plus récentes con- 
naissances dans le domaine des sciences sociales. Pour cela, il est en fait nécessaire 
d’apprendre le langage technique qui s’est développé dans ce domaine complexe 
et en rapide expansion, tout particuliérement, depuis que l’une de ces formes d’ex- 
pression maintenant utilisée réguliérement est la langue mathématique, aun niveau 
plus élevé que celui qui est habituellement intelligible aux historiens. Au surplus, il 
se pose le probléme plus essentiel encore de savoir si les enseignements et procédés 
d’une branche de la science peuvent étre appliqués avec succés et a juste titre 4 un 
autre domaine. En l’occurrence, il est facile de citer des exemples du contraire. 

Dans les deux problémes historiques suivants, l’historien a besoin et appré- 
cierait aide des adeptes des sciences sociales: 1°) Quelle est la répercussion 
historique de la situation psychologiq: » modifiée résultant du fait qu’aux Etats- 
Unis une si forte proportion de la population a grandi dans une famille d’un ou de 
deux enfants au lieu de 5 ou 6 enfants? 2°) Quels sont les changements dans I’his- 
toire politique ou sociale résultant du fait qu’une si large couche de la population 
est composée d’employés et non plus de personnes économiquement indépen- 
dantes? Le danger de l’histoire recourant aux sciences sociales est qu’elle peut 
déshumaniser l’histoire par des applications abusives ou erronées. La vie est aussi 
faite de poésie, et toute ceuvre historique et toute science négligeant cette poésie 
est a la fois fausse et dangereuse. 
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LA MESURE DU RAPPORT 
ENTRE L’OFFRE ET LA DEMANDE- 
TECHNIQUE UTILE A L’°ETUDE DES CAUSES 
PROFONDES DES CRISES 


1. Le probléme des cycles économiques et du chémage 


Certains maux économiques inquiétent depuis bien des générations 
les théoriciens, les hommes d’Etat, les entrepreneurs et les ouvriers. 
Ils se manifestent surtout sous la forme d’instabilité (cycles écono- 
miques) et, du moins par moments, de stagnation (chOmage ou 
mauvais rendement de l’effort humain). Un grand nombre de théori- 
ciens se sont attelés a la tache d’expliquer l’origine de ces maux, dans 
lespoir de développer des moyens de les prévenir. Y sont-ils par- 
venus? I] reste en tout cas beaucoup 4a faire dans ce domaine. 

I,’auteur se propose de décrire ici une technique qu’il croit utile 
a l’étude des causes profondes des crises. Cette technique concerne 
la mesure du rapport entre l’offre et la demande. En quoi la mesure 
de ce rapport peut-elle contribuer 4 la compréhension de lorigine 
des cycles économiques? 

Dans |’étude de l’instabilité et de la stagnation économiques, si 
lon part d’une demande des consommateurs donnée, un double 
probléme se pose: 


a) Comment permettre a l’entrepreneur de pousser son profit au 
maximum? 

b) Comment assurer que la recherche du profit maximum tende en 
méme temps 4 synchroniser exactement le débit de la marchandise 
avec le régime de la demande? 


La premiére phase de ce double probléme a déja donné lieu a un 
grand nombre d’études théoriques et d’efforts pratiques, destinés 
avant tout a propager les connaissances permettant a l’entrepreneur 
de prendre les décisions aptes 4 porter son profit au maximum. La 
théorie économique s’est préoccupée des erreurs de jugement, et 
surtout des anticipations trop optimistes ou trop pessimistes de l’entre- 
preneur comme ayant un effet défavorable sur la stabilité de l’éco- 
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nomie. L’on n’est pas parvenu, cependant, a expliquer entiérement 
Porigine des cycles ni du chémage par de telles erreurs de jugement. 

La seconde phase du double probléme de l’instabilité et de la 
stagnation économiques n’a guére encore été développée a la con- 
naissance de l’auteur. Elle renferme pourtant des éléments de toute 
premiére importance pour I’explication de ces maux. II] s’agit ici non 
pas d’un manque de connaissances de la part de l’entrepreneur, mais 
d’un manque de corrélation précise entre les profits maxima et le 
synchronisme de l’offre et de la demande. Cette possibilité existe, 
et existerait méme si l’entrepreneur était omniscient, si ses prévisions 
étaient toujours correctes, et si son profit était toujours porté au 
maximum. 

Pour illustrer cette seconde phase du probléme, considérons l’ap- 
pareil de distribution économique comme une gigantesque chaine 
de montage, partant de l’extraction des minerais, des cultures, de 
Pélevage, de la péche, etc., et aboutissant a la vente au détail d’ar- 
ticles de consommation. Chaque nouvelle entreprise qui transforme 
les ressources naturelles en matériaux, piéces et produits finis a sa 
place le long de la chaine de montage. Puis viennent le grossiste, et 
enfin le détaillant qui vend la marchandise au consommateur. La 
demande naissante du consommateur posséde un rythme déterminé, 
qui en théorie régle la vélocité de toute la chaine de montage. En 
réalité, il peut y avoir des décalages entre le rythme de la demande 
des consommateurs et la vélocité du débit de la marchandise, comme 
aussi entre les débits de deux entreprises successives quelconques au 
long de la chaine de montage. En d’autres termes, le débit de la 
production et de la répartition peut n’étre pas synchronisé avec le 
régime de la demande naissante, et le débit d’un entrepreneur quel- 
conque peut n’étre pas synchronisé avec le débit de son fournisseur 
ou de son client. 

Répétons les données de cette seconde phase du probléme: les 
décisions de l’entrepreneur qui lui font porter son profit au maximum 
peuvent s’opposer a la synchronisation en question; le corollaire est 
que les décisions de l’entrepreneur qui assureraient cette synchroni- 
sation peuvent s’opposer a ce que son profit atteigne le maximum. 
Si tel était le cas, les conséquences en seraient désastreuses. L’étendue 
de ces conséquences et leur explication sont esquissées plus bas. 

Ce qu’il nous importe de préciser avant d’entrer en matiére est 
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que la seconde phase du probléme envisagé ici n’a guére encore été 
étudiée, et ne saurait étre résolue avec les moyens d’observation dont 
nous disposons. D’ou le besoin de faconner l’outillage requis. I] s’agit 
de pouvoir déterminer si, oui ou non, dans la pratique, les profits 
maxima sont en corrélation précise avec le synchronisme de l’offre 
et de la demande. Dans ce but, il est indispensable de pouvoir mesurer 
le rapport entre l’offre et la demande. Or, si le rapport apparent entre 
loffre et la demande est facile 4 observer et a donné lieu 4 d’innom- 
brables analyses, il n’en est pas de méme de ce qu’on pourrait appeler 
le rapport réel ou sous-jacent, et donc caché, entre loffre et la de- 
mande. Ce rapport-la, a la connaissance de l’auteur, n’a point encore 
été mesuré; il n’a point été défini; il n’a point été concu. 

Que faut-il entendre par le rapport rée/ entre l’offre et la demande? 


2. Rapport apparent et rapport réel entre [offre et la demande 


Tant que la loi de l’offre et de la demande fonctionne librement, 
le rapport entre l’offre et la demande tend en apparence vers l’égalité. 
C’est précisément ce qu’énonce cette loi. En effet, sur un marché et 
pour un produit donnés, le prix cherche un niveau auquel la demande 
s’'accommode de la marchandise offerte. A ce prix, le nombre d’unités 
demandeées égale le nombre d’unités offertes. Cette égalité apparente 
représente-t-elle le seul, le vrai rapport entre l’offre et la demande? 

Le processus de la formation des prix est une mécanique a deux 
temps. Dans la phase initiale, ce n’est pas l’offre qui est amenée a 
égaler une demande donnée; c’est la demande qui s’adapte, comme 
par une sorte de rationnement ou de mobilisation volontaires, a la 
marchandise disponible. Nous savons donc que, toutes les fois que 
le prix des biens s’écarte du niveau de leurs cotits de production, 
l offre n’égale pas réellement la demande. A la suite de ce mouvement 
initial du prix, et grace a lui, la production et la répartition sont ou 
bien stimulées, ou bien découragées, en théorie jusqu’a ce que l’offre 
rejoigne la demande donnée. L’ajustement espéré n’est pas aussi 
facile 4 observer ni 4 mesurer que le mouvement initial du prix. 
Cet ajustement semble avoir été accepté en général jusqu’ici comme 
allant de soi, et le processus de l’égalisation entre l’offre et la demande 
qui est censée s’ensuivre n’a guére fait naitre de soupcons. C’est 
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qu’aussi le rapport entre l’offre et la demande continue, pendant 
toute la durée des ajustements, 4 égaler en apparence la demande. 
Mais l’égalisation sous-jacente a-t-elle vraiment lieu, se fait-elle 
rapidement, est-elle précise? 

Les mouvements de prix 4 progression continue qui, dans un sens 
ou dans !’autre, se manifestent au cours des cycles économiques nous 
prouvent que l’offre et la demande ne sont pas égalisées avec préci- 
sion. En cela, lespoir de l’école classique du laisser-faire est trahi. 
Il y aurait donc lieu de distinguer entre deux sortes d’égalités: 
Pégalité apparente entre l’offre et la demande que produit le mouve- 
ment initial du prix — et l’égalité réelle qui est censée résulter de ce 
mouvement du prix et qui est beaucoup plus difficile 4 vérifier. 
L’égalité apparente ne constitue ni une garantie, ni méme une indi- 
cation d’égalité réelle. Pour généraliser cette observation, il convient 
d’appliquer la distinction a tout rapport entre l’offre et la demande. 
Nous avons alors: /e rapport apparent qui, en vertu de la loi de l’offre 
et de la demande, tend toujours vers l’égalité et est facile 4 observer — 
et /e rapport réel qui, sans que nous le sachions, peut s’écarter sensible- 
ment et pendant des périodes prolongées de l’égalité réelle, et qui, 
étant sous-jacent, caché, reste difficile 4 évaluer, et n’a de fait point 
encore été mesuré. C’est du rapport réel que s’occupe la présente 
discussion. 


3. Rapport statique et rapport dynamique entre offre et la demande 


Le rapport statique entre offre et la demande est celui qui existe, 
a4 un moment déterminé dans le temps, sur un marché donné, pour 
un produit quelconque. Ce rapport est 4 chaque instant susceptible 
de changer. Dés qu’on fait intervenir |’élément du temps, on a affaire 
a un rapport dynamique, essentiellement variable. I] est affecté, d’une 
part, par les unités ajoutées, a l’actif comme au passif, au fur et a 
mesure de l’offre surgissante et de la demande naissante, et, de l’autre, 
par les unités retirées de l’actif et du passif 4 mesure que se consom- 
ment les transactions. Comme les transactions consommeées déduisent 
toujours un nombre égal d’unités des deux cétés du compte, le rapport 
est déterminé, a la longue, par le différentiel entre la vélocité de la 
marchandise débitée et la vélocité de la demande naissante. En 











\¥ 








ENTRE L’OFFRE ET LA DEMANDE 403 


conséquence, le rapport statique de chaque instant perd de son im- 
portance, et c’est ce différentiel de vélocités, soit cet asynchronisme, 
qui, en fin de compte, détermine le comportement des prix. 


4. Insuffisance des courbes de l’ offre et de la demande 
pour en mesurer le rapport 


Possédons-nous les moyens d’observation et les instruments de mesure 
nécessaires pour évaluer et représenter le rapport dynamique réel 
entre l’offre et la demande? Les courbes familiéres représentant 
l offre et la demande sur un marché donné cessent d’étre des symboles 
utiles de ce rapport. Les courbes servent a établir le niveau du prix 
auquel l’offre et la demande se trouvent dans un rapport d’égalité 
apparente. Elles sont essentiellement statiques. En outre, elles ne sont 
pas nécessaires, étant donné que le rapport rée/ entre l’offre et la 
demande, comme on va le voir, repose non sur une échelle de prix 
variables, mais sur un prix unique dérivé des coiits de production. 
A ce prix-la, Poffre et la demande s’expriment chacune par une 
quantité déterminée par unité de temps; cette quantité fixe peut 
atteindre, par exemple, cent unités par mois pour l’offre et cent vingt 
unités par mois pour la demande. II n’y a 1a plus ni courbe de l’offre 
ni courbe de la demande. 

Enfin, les courbes de l’offre et de la demande s’appliquent a la 
premiére phase seulement du probléme économique de l’instabilité 
et de la stagnation, a savoir a la recherche des profits maxima. Elles 
sont trés utiles 4 cet effet. Mais, une fois cette premiére phase résolue, 
elles ne suffisent pas a aller au-dela, a étudier la seconde phase. Dans 
la seconde phase, prévoyant la possibilité d’un manque de corrélation 
précise entre les profits maxima et le synchronisme de loffre et de 
la demande, l’on part de ’hypothése que tous les entrepreneurs 
portent toujours leurs profits au maximum. 

Dans ces circonstances, on n’a plus affaire a une échelle de prix, 
mais 4 un prix unique, celui auquel les profits sont poussés au maxi- 
mum. La seconde phase du probléme consiste a déterminer si le prix 
auquel les profits sont poussés au maximum coincide avec le prix 
dérivé des coats de production qui, comme on va le voir, sert de base 
a la définition du rapport d’égalité réelle entre l’offre et la demande. 
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Pénétrons maintenant au coeur de notre sujet, qui consiste a éla- 
borer une technique permettant la mensuration du rapport dyna- 
mique réel entre offre et la demande, dans le but de déterminer 
si les profits maxima assurent le synchronisme de l’offre et de la 
demande. 


, 


5. Le rapport d’égalité réelle entre V’ offre et la demande 


Un rapport réel quelconque entre l’offre et la demande peut étre 
déterminé par comparaison avec le rapport d’égalité. Le rapport 
d’égalité réelle est donc posé en norme, tous les autres rapports étant 
représentés par divers degrés d’éloignement, dans un sens ou dans 
autre, de la position d’équilibre qu’est le rapport d’égalité. 

La mesure du rapport entre l’offre et la demande, quelle que soit 
l’échelle que l’on choisisse de lui appliquer, repose ainsi entiérement 
sur la définition qu’on voudra bien donner du rapport d’égalité réelle. 
Or, cette égalité n’a point encore été définie. Bien plus, a la connais- 
sance de l’auteur, personne n’a encore établi avec certitude si le 
concept d’égalité réelle a un sens quelconque, si une telle égalité 
correspond a quoi que ce soit, si elle est pensable, et si on peut l’ériger 
en but pour entrepreneur comme pour le théoricien. 

Si observateur des fluctuations cycliques veut pouvoir employer 
validement et avec un sens précis les termes d’égalité réelle et de 
disparité réelle entre l’offre et la demande, il y a lieu de circonscrire 
avec exactitude le rapport d’égalité, il faut le définir. 

Voici la définition proposée: «L’ offre n'est réellement égale a la demande 
que lorsque le prix auquel se vendent les biens égale la valeur économique de ces 
biens». Cette définition présuppose l’existence d’un étalon de la 
valeur économique des biens. Mais la valeur économique, elle non 
plus, n’a pas encore été pourvue d’une définition utilisable ici. 


6. Etalon servant a déterminer la valeur économique 


Du moment que les prix sont influencés par l’offre et la demande 
sur les divers marchés ot se vendent les biens, il est rare de trouver 
des prix purs, qui pourraient se rapprocher de leur valeur réelle. La 
vraie valeur économique des biens, si un tel concept est pensable, 
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égale leurs cotits de production réels. Les coats de production réels 
sont des prix de revient qui échappent a l’influence des marchés et 
ne subissent pas les écarts dus 4 un excés de concurrence ou a un 
manque de concurrence. 

Les coats de production réels ne représentent la valeur intrinséque 
des biens 4 évaluer que lorsque toutes leurs parties constituantes se 
sont vendues au préalable dans des conditions d’égalité réelle entre 
loffre et la demande. Or, en déterminant ainsi la valeur économique, 
on aboutit 4 une pétition de principe. En effet, si la détermination 
de la valeur économique a pour but de permettre la définition du 
rapport d’égalité réelle entre l’offre et la demande, on ne peut réintro- 
duire dans la définition cette méme égalité réelle, soit le terme a 
définir. L’égalité entre l’offre et la demande a un échelon donné ne 
saurait étre définie en supposant une égalité semblable a tous les 
échelons antérieurs. Les prix de revient des matiéres premiéres com- 
portant des salaires influencés 4 leur tour par le cotit de la vie, le 
cercle serait donc fermé, et le rapport d’égalité ne serait défini qu’en 
fonction de lui-méme. On se trouverait, a la vérité, en face d’une 
pétition de principe. Comment échapper 4 ce cercle vicieux? 

La définition proposée ici fait usage d’un concept qui n’est pas 
emprunté a l’expérience, qui n’est point tiré de la réalité. Il faut 
que l’étalon de la valeur économique, tout en permettant une éva- 
luation précise des biens, soit indépendant du rapport qui régne a 
tous les échelons entre l’offre et la demande. Or, cela n’est pas pos- 
sible dans une économie moderne, fortement industrialisée. L’on se 
voit obligé de sortir du cadre des phénoménes coutumiers, et de poser 
en postulat une économie hypothétique qui soit pourtant pensable, 
possible et définissable. Voici la définition proposée: «L’étalon de la 
valeur économique des biens est le prix auquel ces biens auratent tendance a se 
vendre au cas ott ceux-ci, ainst que tous les autres biens, seratent produits et 
répartis exclusivement sur commande». (11 faut entendre par la que méme 
la production des matiéres premiéres n’est mise en marche qu’aprés 
le regu de la commande du consommateur par le détaillant et le relais 
de cette commande d’échelon en échelon au niveau des matiéres 
premieres. ) 

Dans cette définition, les moyens de production (et de répartition) 
fixes ne figurent pas. Cela n’est pas par inadvertance. En effet, dans 
une économie ot les matiéres premiéres et toutes les autres marchan- 
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dises seraient produites et réparties sur commande, les moyens de 
production (et de répartition), eux-mémes d’ordinaire produits en 
bonne partie sur commande, auraient tendance a se vendre a des 
prix égalant leur valeur économique. L’influence des erreurs de 
jugement par rapport a la demande future des consommateurs qui 
justifierait acquisition des moyens de production (et de répartition) 
peut étre considérée comme négligeable; il n’y a pas de raison de 
penser que ces erreurs ne se compenseraient pas en grande partie. 

Les biens produits et répartis sur commande ne sauraient excéder 
la demande, et ne restent au-dessous de la demande que temporaire- 
ment, au cas d’une augmentation soudaine de cette demande. La 
production et la répartition exclusivement sur commande assurent 
donc sinon l’égalité réelle entre loffre et la demande, du moins une 
tendance continuelle vers cette égalité. Dans une économie carac- 
térisée de production et de répartition faites sur commande, les prix 
auxquels les biens tendent a se vendre représentent la vraie valeur 
économique de ces biens. 


7. Application du nouvel étalon de valeur 
a la mesure du rapport entre U’ offre et la demande 


Le nouvel étalon de la valeur économique des biens, qui échappe 
au cercle vicieux signalé plus haut, permet de donner une définition 
précise au concept d’égalité réelle entre loffre et la demande. En 
introduisant étalon de la valeur économique dans la définition 
donnée plus haut du rapport d’égalité, on arrive a |’énoncé que voici: 
«L’ offre n’ est réellement égale a la demande que lorsque les biens se vendent au 
prix auquel ils auraient tendance a se vendre au cas ou ceux-ci, ainsi que tous 
les autres biens, seraient produits et répartis exclustvement sur commande». 
Cette définition peut servir de point d’origine pour la mesure de 
tout rapport entre l’offre et la demande autre que l’égalité. Gomme 
la mesure de tels rapports n’est pas indispensable aux observations 
que nous aurons l’occasien de faire ici, il n’y a pas lieu d’assigner une 
graduation a ces divers rapports. Le souci principal, 4 ce point, est 
d’avoir élaboré une définition précise du rapport d’égalité réelle, et 
d’avoir prouvé par la qu’une telle égalité, point de départ pour 
étude des phénoménes économiques pathologiques, est un concept 
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rationnel et peut servir d’unité de mesure pour les observations 
comme pour le raisonnement logique. 

Ainsi définie, l’égalité réelle entre ’ offre et la demande peut étre proposée 
a l’entrepreneur et a l’économiste comme but supréme de leurs efforts. L’égalité 
réelle est la meilleure assurance possible contre les mouvements de 
prix 4 progression continue qui amorcent les cycles économiques. 
Les deux concepts s’excluent l’un l’autre. 

La détermination exacte des variations du rapport réel entre 
l’offre et la demande en fonction du rapport réel d’égalité faciliterait 
considérablement le diagnostic des phénoménes pathologiques, l’ex- 
périmentation, comme aussi |’évaluation des résultats de l’applica- 
tion des mesures préventives. Le caractére hypothétique de lunité 
de mesure proposée ci-cessus interdit la mensuration directe de ce 
rapport. Certaines mensurations indirectes ne sont pourtant pas hors 
de notre portée. 

Pour le diagnostic général, on peut recourir a l’observation de 
symptOmes macroéconomiques tels que l’amplitude des fluctuations 
cycliques des prix, l’étendue du chémage, etc. Pour le diagnostic 
microéconomique, se rapportant a un article donné, on peut compter 
le nombre de marchés successifs entre le producteur de matiéres 
premiéres et le consommateur. Ce nombre établit la limite supérieure 
des déviations composées du taux des profits. On peut ensuite établir 
la proportion des affaires se faisant par anticipation entre chaque 
paire de marchés consécutifs. Cette proportion permet d’évaluer, 
a chaque échelon d’abord, puis pour I’échelle entiére, l’étendue pos- 
sible du mal. L’étendue réelle du mal peut étre déterminée en serrant 
le probléme de plus prés. On peut l’établir en observant, d’une part, 
le temps qu’il faut aux fluctuations de prix pour se propager d’un 
marché a l’autre, verticalement parlant; et, d’autre part, l’amplitude 
comparée des fluctuations sur les marchés successifs. 

En raison des avantages certains que présenterait la mesure exacte 
du rapport réel entre l’offre et la demande, il parait probable que 
de meilleures méthodes, encore qu’indirectes, seront imaginées ou 
découvertes 4 l’avenir. Cependant, il importe de ne pas perdre de 
vue que, plus urgente qu’une mesure concréte d’un rapport réel 
quelconque, est la mesure abstraite qui permet de définir mathéma- 
tiquement, et par la-méme d’établir, les nouveaux concepts de l’éga- 
lité et de la disparité réelles entre l’offre et la demande. Cette défini- 
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tion est nécessaire et suffisante a l’enchainement des facteurs causatifs 
des cycles économiques. Un tel enchainement est ébauché, en partie, 
dans les sections 9 et 10. 


8. Caractére hypothétique de ?'unité de mesure proposée pour 
déterminer le rapport entre [ offre et la demande 


Une économie ot la production et la répartition se feraient exclusive- 
ment sur commande appartiendra probablement toujours au roy- 
aume des hypothéses. En tout cas, une telle économie ne constitue 
pas aujourd’hui une réalité observable. Cela ne signifie pas que le 
théoricien qui introduit cette inconnue dans son systéme de raisonne- 
ment perde le sens des réalités. 

Le but que nous nous proposons est une économie stable et pros- 
pére. La réalité dans laquelle nous vivons ne répond pas 4 cette 
description. Force nous est de poser en hypothése une économie dont 
nous n’avons pas d’exemples sous les yeux, mais qui, par définition, 
échappe essentiellement aux disparités réelles entre l’offre et la 
demande sur les divers marchés. Dans une telle économie, la tendance 
qu’ont les prix a rejoindre la valeur économique des biens prévient 
les fluctuations désordonnées caractéristiques des économies indus- 
trielles modernes. S’il est possible d’expliquer la réalité, c’est-a-dire 
une économie instable et, par moments, stagnante, a partir du 
modeéle posé en hypothése, |’explication devrait contenir les facteurs 
causatifs des maux dont cette réalité est affligée. On y gagnerait non 
seulement une explication satisfaisante, mais encore une explication 
portant en elle le germe d’un programme préventif. 

Le recours 4 une hypothése de ce genre n’est pas fréquent dans 
les sciences sociales. La méthode usuelle employée pour l’étude des 
phénomeénes est la méthode empirique: l’observation, la mesure et 
l’expérimentation. Cette méthode est directe, n’a guére recours au 
raisonnement déductif, et se passe de l’abstraction. Mais aussi, elle 
ne suffit pas toujours a fournir les solutions cherchées. Ainsi, nous 
connaissons fort bien les cycles économiques. Nous en possédons un 
grand nombre de mensurations et de caractéristiques!. Pourtant, 


1. Voir: ARTHUR F. Burns et WesLEY C. MITCHELL, Measuring Business Cycles, 
National Bureau of Economic Research, New-York 1946. 
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observation directe des cycles n’a pas révélé jusqu’ici l’explication 
de leur origine, et on est en droit de douter qu’elle parvienne, a elle 
seule, 4 en percer le mystére. 

Dans les sciences physiques, par contre, l’utilisation d’hypothéses 
est fréquente. L’algébre tout entiére procéde par cette méthode. On 
suppose la solution du probléme connue d’avance. La réponse est 
désignée par la lettre x; on écrit alors l’équation contenant la réponse 
dans ses rapports avec des quantités connues. Une série d’opérations 
algébriques fournissent la valeur de x. Dans le cas présent, l’inconnue 
est ’économie idéale dans laquelle le débit de l’offre est synchronisé 
avec le volume de la demande a des prix égalant la valeur économique 
des biens. Personne ne sait rien d’elle. Pour la représenter, on peut 
choisir comme symbole arbitraire une économie qui satisfait par 
définition aux exigences de l’économie idéale, a savoir l’hypothése 
d’une économie dans laquelle tous les biens seraient produits et livrés 
exclusivement sur commande. Au moyen de cette hypothése, qui 
n’est qu’un symbole arbitraire, on est 4 méme de noter les éléments 
d’une équation. Ces éléments sont esquissés briévement dans les 
sections g et 10. Un enchainement de raisonnements méne a la 
réponse cherchée. L’on rejette alors le symbole arbitraire, la lettre x, 
économie caractérisée de production sur commande choisie dans 
un but provisoire, et la nature hypothétique de ce symbole n’a plus 
aucune importance. 

I] faut noter que le symbole choisi 4 des fins pratiques aurait pu 
étre, tout aussi bien, une économie dans laquelle il n’y a pas d’inter- 
médiaires entre le producteur des matiéres premiéres et le consom- 
mateur. Une telle économie satisfait également aux exigences de 
l’économie idéale que nous désirons faire figurer dans nos calculs. 
I] peut y avoir d’autres symboles qui joueraient le méme réle. {1 est 
important de garder dans l’esprit la fonction purement transitoire 
de ces symboles. Ils nous servent 4 expliquer l’origine de l’instabilité 
et de la stagnation. Cela fait, ils sont jetés de coté. 

Ces symboles sont nécessairement des concepts d’économies plus 
primitives que celles de ce siécle. Aussi ne sont-ils pas posés en 
exemples d’une économie moderne idéale. Le choix d’un de ces 
symboles ne représente pas une recommendation, mais uniquement 
un outil pour la découverte des facteurs causatifs des maux qui nous 
préoccupent. Ces facteurs une fois isolés, le moment sera venu de 
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formuler un programme préventif. Ce programme pourra tenir 
compte des outils qui auront permis d’isoler les facteurs causatifs, 
mais ne s’arrétera pas 1a. I] ne sera complet que lorsqu’on aura créé 
un ensemble de mesures spécialement adaptées a l’usage des écono- 
mies modernes, fortement industrialisées, dont nous cherchons 4 
améliorer le fonctionnement. 


g. Signification pratique de la définition de I’ égalité réelle 
entre l’offre et la demande 


La nouvelle unité de mesure qui permet de déterminer le rapport, 
réel bien que caché, entre l’offre et la demande a servi a établir avec 
certitude l’existence d’un but supréme de l’économiste comme de 
entrepreneur. Exprimé d’une facon statique, ce but est la réalisation 
du rapport d’égalité réelle entre l’offre et la demande; exprimé de 
fagon dynamique, c’est la synchronisation réelle entre le débit de la 
marchandise et le volume de la demande effective. 

Ce but est si fondamental que sa réalisation 4 tous les échelons 
assurerait la stabilité de l’économie, et permettrait la productivité 
maximum de l’appareil de production et de distribution. D’une part, 
en vertu du fonctionnement de la loi de l’offre et de la demande, 
selon laquelle les prix montent ou descendent jusqu’a ce que la 
demande s’accommode de l’offre, les prix sont maintenus constants tant 
que l’offre se trouve dans un rapport d’égalité réelle avec la demande. 
D’autre part, les déperditions produites dans les économies industri- 
elles modernes par les disparités réelles chroniques entre l’offre et la 
demande sont évitées, ce qui permet a la productivité de l'appareil 
productif et distributif d’atteindre son maximum. 

I] est aussi possibie de poser, par définition, que la tendance des 
prix a s’élever ou a tomber pendant les longues phases ascendante 
et descendante du cycle dénote l’existence de disparités réelles chro- 
niques entre l’offre et la demande, de disparités que le mécanisme 
des prix ne parvient pas a arréter. On peut affirmer encore qu’il ne 
peut y avoir chémage général que tant que le rapport réel, sous- 
jacent, entre l’offre et la demande est un rapport de disparité, et 
qu’un chomage prolongé témoigne d’une disparité réelle chronique 
qui n’est pas corrigée par le fonctionnement du systéme des prix. 
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Ces diverses constatations nous en disent long sur le fonctionne- 
ment du mécanisme des prix comme facteur dans la genése des cycles 
économiques comme du chémage. Elles nous poussent a faire l’ana- 
lyse des conditions dans lesquelles doit fonctionner ce mécanisme. 
Elles suggérent, en particulier, que le mécanisme des prix qui, par 
définition, fonctionne sans entraves dans une économie ow tous les 
biens sont produits et répartis sur commande, semble impuissant a 
corriger les disparités réelles entre l’offre et la demande dans une 
économie industrielle moderne. Qu’est-ce donc, dans la production 
par anticipation, qui enraye le libre fonctionnement du mécanisme 
des prix? La section qui suit esquisse une réponse sommaire 4 cette 
question. 


10. Apport de la nouvelle technique a la conduite des affaires 


Grace au nouvel outil dont nous disposons dorénavant, a savoir le 
concept diment défini d’égalité réelle entre loffre et la demande, 
il devient possible d’étudier des phénoménes typiquement cycliques 
comme les mouvements de prix a progression continue, et les crises 
qui amorcent le chémage. II devient possible d’imputer ces phéno- 
ménes a des disparités réelles chroniques entre l’offre et la demande 
qui ne sont pas corrigées par les ajustements nécessaires. A moins 
d’interventions artificielles du dehors, il ne peut y avoir, 4 ces dispa- 
rités, si les profits sont portés au maximum, qu’une seule explication 
possible: le taux des profits des entrepreneurs doit étre affecté de 
déviations, qui leur font produire ou acquérir la marchandise 4 un 
régime qui ne correspond pas exactement a celui de la demande. 
C’est précisément le phénoméne dont l’existence a été reconnue au 
début de cet article, dans l’énoncé du double probléme de l’insta- 
bilité et de la stagnation économiques; la seconde phase, on s’en 
souvient, consiste a trouver le moyen d’ «assurer que la recherche du 
profit maximum tende en méme temps a synchroniser exactement 
le débit de la marchandise avec le régime de la demande». 

A leur tour, les déviations du taux des profits doivent avoir rapport 
au mode de production et de répartition en usage dans une économie 
moderne, fortement industrialisée. Dans une telle économie, ot la 
majorité des biens sont produits et répartis non pas sur commande 
mais par anticipation de la demande future des consommateurs, le 
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fonctionnement du mécanisme des prix qui régle le taux des profits 
peut étre affecté d’un enrayement qui fait alors dévier ce taux des 
profits. 

Le raisonnement déductif nous a conduits jusqu’a ce point. I] faut 
avoir recours, dorénavant, pour continuer la chaine des causes et des 
effets, a observation des méthodes actuelles de distribution en tant 
qu’ elles affectent le fonctionnement du mécanisme des prix. L’espace 
limité assigné a cet article ne permet pas d’exposer ici pourquoi ni 
comment, dans une économie industrielle, l'emploi de nos méthodes 
actuelles de distribution enraye le fonctionnement du mécanisme des 
prix jusqu’a faire dévier le taux des profits, 4 provoquer des disparités 
réelles chroniques entre l’offre et la demande, et 4 amorcer par la 
les fluctuations de prix 4 progression continue, ainsi que les crises 
de surproduction qui forcent au renvoi d’ouvriers. Ces sujets sont 
traités ailleurs?. 


11. Conclusion 


I] suffit de retenir que l’étude des causes profondes des cycles éco- 
nomiques et du chémage ne serait pas possible sans |’élaboration 
préalable d’une technique permettant la mesure, du moins théorique, 
du rapport réel entre l’offre et la demande. Ce rapport réel, défini 
indépendamment de l’influence des marchés, et ancré a l’étalon de 
la valeur économique des biens, devient l’instrument d’analyse des 
mouvements de prix a progression continue. Ce sont ces mouvements 
jui font tanguer l’économie entre la prospérité et la dépression, entre 
is salaires élevés et le chOmage. 

Le rapport réel entre l’offre et la demande est, par définition, un 
rapport de disparité pendant les phases ascendante et descendante 
du <«ycle. Un rapport quelconque de disparité réelle pevt étre mesuré, 
abstraitement, par son degré d’éloignement du rapport d’égalité 

i) cui lui sert de point d’origine. Enfin, l’égalité réelle entre l’offre 
et ia Cemande, définie avec la précision mathématique voulue, 
devient Vobjectif et ’embléme de Phomme d’affaires comme du 
théoricier des cycles qui recherchent la stabilité et la prospérité sans 


dirigisme. 


©. Eric Bovet, L’organisation rationnelle de la distribution, moyen de stabilisation 
économique. Delachaux & Niestlé S.A., Neuchatel et Paris, 1954. 268 p. 
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Parviendrons-nous, un jour, a écarter ou du moins 4 mitiger sen- 
siblement les deux grands fléaux économiques de la civilisation 
moderne, 4 savoir l’instabilité et ’incertitude des emplois? Si oui, 
ce sera probablement parce que nous aurons appris 4 modifier nos 
méthodes actuelles de distribution de fagon 4 empécher qu’elles en- 
rayent le fonctionnement du mécanisme des prix, que cet enrayement 
fasse dévier le taux des profits, et que ces déviations produisent les 
disparités réelles entre l’offre et la demande qui sont a la base des 
cycles économiques et du chémage; ce sera aussi parce que nous 
serons parvenus, au préalable, a établir la définition exacte (quand 
bien méme théorique) du rapport réel entre l’offre et la demande. 


Alexandria, Virginia (U.S.A.) Eric BovetT 


RESUME 


Dans |’étude de l’instabilité économique, un double probléme se pose: Comment 
permettre a l’entrepreneur de pousser son profit au maximum? Et comment 
assurer que la recherche du profit maximum tende en méme temps a synchroniser 
l’offre et la demande? Cette seconde phase du probléme n’a guére encore été 
étudiée, et ne saurait étre résolue avec les moyens d’observation dont nous dis- 
posons. D’ou le besoin de développer une méthode de mesure du rapport entre 
Voffre et la demande. 

Il y a lieu de distinguer deux sortes d’égalité entre l’offre et la demande: /’éga- 
lité apparente, que produit le mouvement du prix — et /’égalité réelle, sous-jacente, qui 
est censée résulter de ce mouvement du prix, et qui est beaucoup plus difficile a 
vérifier. C’est du rapport réel que s’occupe la présente discussion. 

Personne n’a encore établi avec certitude si le concept d’égalité réelle a un sens 
quelconque. L’égalité réelle demande a étre définie. Voici la définition proposée: 
L’offre n’est réellement égale 4 la demande que lorsque le prix auquel se vendent 
les biens égale la valeur économique de ces biens. Cette définition présuppose 
l’existence d’un étalon de la valeur économique des biens. Mais la valeur écono- 
mique, elle non plus, n’a pas encore été pourvue d’une définition utilisable. Cette 
définition doit soustraire les coats de production des biens économiques a l’influence 
de la concurrence sur tous les marchés. Cela oblige 4 poser en postulat une écono- 
mie hypothétique. La définition s’énonce alors ainsi: L’étalon de la valeur éco- 
nomique des biens est le prix auquel ces biens auraient tendance 4 se vendre au 
cas oul ceux-Cci, ainsi que tous les autres biens, seraient produits et répartis exclusive- 
ment sur commande. En introduisant |’étalon de la valeur économique dans la 
définition du rapport d’égalité, on arrive a l’énoncé que voici: L’offre n’est réellement 
égale a la demande que lorsque les biens se vendent au prix auquel ils auraient tendance a se 
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vendre au cas ott ceux-ci, ainsi que tous les autres biens, seraient produits et répartis exclusive- 
ment sur commande. 

Le caractére hypothétique de l’unité de mesure proposée ci-dessus interdit la 
mensuration directe du rapport réel entre l’offre et la demande. Certaines men- 
surations indirectes ne sont pourtant pas hors de notre portée. Mais, plus urgente 
que la mesure concréte d’un rapport réel quelconque, est la mesure abstraite qui 
permet de définir mathématiquement le nouveau concept de |’égalité réelle. Cette 
définition est nécessaire et suffisante 4 l’enchainement des facteurs causatifs des 
cycles économiques. 


SUMMARY 


Measurement of the supply and demand relationship, as a technique for studying the prime 
causes of business cycles. The student of economic instability encounters a double 
problern: How to enable the businessman to maximize his profit? And, how to 
insure that profit maximization tends to synchronize supply and demand? This 
second phase of the problem has scarcely been studied, and could not be resolved 
with presently available means of observation. Hence, the need for a method to 
measure the supply and demand relationship. 

A distinction should be established between two kinds of supply and demand 
equality: apparent equality, produced by price movements—and real, underlying 
equality, presumed to result from price movements but much more difficult to 
verify. This discussion is confined to the real relationship. 

No one has yet established for certain whether the concept of real equality has 
any meaning whatever. It needs to be defined. This is the proposed definition: The 
supply really equals the demand only when the price at which goods sell equals 
their economic value. That definition is predicated upon the existence of a standard 
of the economic value of goods. But even economic value has not yet been endowed 
with a usable definition. It must be defined in terms of production costs uninfluen- 
ced by competition on the various markets. This necessitates the assumption of a 
hypothetical economy. The definition reads: The standard of the economic value 
of goods is the price at which these goods would tend to sell if they, as well as all 
other goods, were produced and marketed exclusively to order. By introducing the 
standard of economic value into the earlier definition of supply and demand 
equality, one arrives at the formula: The supply really equals the demand only when 
goods sell at the price at which they would tend to sell if they, as well as all other goods, were 
produced and marketed exclusively to order. 

The hypothetical nature of the yardstick proposed here forbids direct measure- 
ment of the real supply and demand relationship. Some indirect measurements 
are not, however, beyond our reach. But, more important than the concrete 
measurement of any particular real relationship is the abstract measurement 
whereby the new concept of real equality can be defined in mathematical terms. 
That definition is both necessary and sufficient to establish the link between prime 
factors causing business cycles. 
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ZUSAMMENFASSUNG 


Die Messung des Verhdltnisses zwischen Angebot und Nachfrage als eine Technik zur Unter- 
suchung der tieferen Ursachen der Konjunkturbewegungen. Dem Konjunkturforscher stellt 
sich ein doppeltes Problem: a) Wie kann man den Unternehmer instand setzen, 
seine Gewinne zu maximieren, und b) Wie kann sichergestellt werden, dass sein 
Streben nach maximalem Gewinn zugleich Angebot und Nachfrage miteinander 
in Einklang zu bringen tendiert? Dieser zweite Aspekt des Problems ist bisher noch 
kaum untersucht worden, und er kann mit den uns heute zur Verfiigung stehenden 
Beobachtungsmitteln auch nicht geklart werden. Daher das Bediirfnis, eine Metho- 
de zu entwickeln, um das Verhaltnis zwischen Angebot und Nachfrage zu messen. 

Es lassen sich zwei verschiedene Arten der Ubereinstimmung von Angebot und 
Nachfrage unterscheiden: eine scheinbare Gleichheit, hervorgerufen durch Preis- 
bewegungen, und eine reale Gleichheit, die unter der Oberflache besteht und die als 
das Ergebnis dieser Preisbewegungen angesehen werden kann, aber viel schwerer 
erkennbar ist. Der vorliegende Artikel beschaftigt sich mit diesem realen Ver- 
haltnis. 

Es wurde bisher noch nicht festgestellt, ob der Begriff der realen Gleichheit 
sinnvoll ist. Zunachst muss er definiert werden: Das Angebot stimmt mit der Nach- 
frage nur dann wirklich iiberein, wenn der Preis, zu dem die Giiter verkauft 
werden, ihrem wirtschaftlichen Wert entspricht. Diese Definition setzt das Vor- 
handensein eines Masstabs fiir den wirtschaftlichen Wert der Giiter voraus. Doch 
auch dieser wirtschaftliche Wert ist noch nicht auf befriedigende Weise definiert 
worden. Bei seiner Definition miissen die Produktionskosten unbeeinflusst sein 
von der Konkurrenz auf den verschiedenen Markten. Dies bedingt, dass man von 
einer hypothetischen Wirtschaft ausgeht. Die Definition lautet dann: Das Mass 
fiir den wirtschaftlichen Wert der Giiter ist der Preis, zu dem diese Giiter verkauft 
zu werden tendierten, wenn sowohl sie als auch alle andern Giiter ausschliesslich 
auf Bestellung produziert und verkauft wiirden. Indem man dieses Mass fiir den 
wirtschaftlichen Wert in die Definition der Ubereinstimmung von Angebot und 
Nachfrage einbaut, gelangt man zu folgender Aussage: Das Angebot ist nur dann der 
Nachfrage wirklich gleich, wenn die Giiter zu jenem Preis verkauft werden, zu dem sie hin- 
tendieren wiirden, falls sie — wie auch alle andern Giiter — ausschliesslich auf Bestellung 
produziert und verkauft wiirden. 

Der hypothetische Charakter der vorgeschlagenen Masseinheit lasst eine 
direkte Messung des realen Verhaltnisses zwischen Angebot und Nachfrage nicht 
zu. Gewisse indirekte Messungen sind jedoch nicht ausgeschlossen. Aber wichtiger 
als die konkrete Messung irgendeines realen Angebot-Nachfrageverhaltnisses ist 
das abstrakte Mass, mit dessen Hilfe der neue Begriff der realen Gleichheit mathe- 
matisch definiert werden kann. Diese Definition ist sowohl notwendig als auch 
hinreichend fiir die Verkettung der kausalen Faktoren der Konjunkturbewe- 


wegungen. 














THE ECONOMICS OF LOCATION* 


I 


There has been no lack of attempts to reduce the whole of location theory to some 
general economic principle and thus have it done with once and for all; but the 
more successful treatments of locational problems are all premised on the per- 
ception that locational phenomena possess a character (if not a logic) of their own 
and require a specific theoretical apparatus. The situation is parallel to that in 
capital theory, which, however, labors in one less dimension. With its many and 
obvious imperfections location theory has tended to give the impression of a 
badly integrated assembly of half trivial general statements and of highly simplified, 
yet cumbersome mathematical models set up for special problems whose relevance 
remains obscure. In view of the difficulty of the subject it is, however, less surprising 
that location theories fall short of the standards of general economic theory than 
it is that there are any useful location theories at all. 

The book under review here continues a tradition of distinguished monographs 
on location theory in the German language literature. More than ten years have 
passed since its second printing. Its ideas have become known, if inadequately, 
to a large circle of regional researchers, although copies of the book were hard 
to come by and its text was more than ordinarily difficult for readers with just 
an average knowledge of German. The fact that this important work is now 
avaiiable in an English translation should prove extremely stimulating for the 
further development of the subject. Not only does this book contain the most 
penetrating analysis of previous systems of location theory! but it constitutes by 
far the greatest step forward towards a theory of location that is acceptable also 
from the point of view of general economic theory. 

Lésch’s new approach to location embraces, of course, many features of the 
traditional theories. Far from claiming universal validity for any one schema, he 
sets forth a set of models for the various problem situations that arise in areas as 
complex and manifold as those of the locations of firms, of persons, of cities, o 
transportation facilities, or such problems as the geographical structure of prices, 
and the economic implications of national boundaries. The unifying concept 
behind these various models and the link to economic theory in general is the 
powerful notion of equilibrium. It is by virtue of the equilibrium principle more 
than anything else that Lésch’s approach has achieved a definite advance over 
previous systems of location theory. 


II 


The location of firms is guided solely, according to Lésch, by the maximization 
of profits. Transport orientation, labor orientation, cost orientation, or market 


* A review of Aucust Léscu, The Economics of Location. Translated from the second revised edition by 
William H.Woglom with the assistance of Wolfgang F. Stolper. New Haven 1954. Yale University Press. 
520 p. 102 figs. $7.50. 

1. It should thus eliminate the need for those perennial rehashes of von Thiinen and A. Weber that 
fill most papers on locational theory. 
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orientation can have validity only in special cases. While the whims of entre- 
preneurs may bring about short-run deviations, in the long run the “iron law 
of profits” prevails demanding conformity with the principles of rational, i.e. 
profit-maximizing choice. 

Households, on the other hand, are free to seek the location of highest utility, 
which is not necessarily that of highest nominal or real wages before or after costs 
of migration. Emphasizing the existence of “non-monetary components of income”’ 
associated with location, such as one’s attachment to the native place, Lésch 
categorically denies the usefulness of any concept of a real wage for the economics 
of migration. (Yet only a sprinkling of marginal men to whom nativity is unim- 
portant would be sufficient in many cases to equilibrate real money wages—with 
proper regard to such free goods as climate—in the economy in the long run.) 

Equilibrium is established when no additional enterprise can be founded pro- 
fitably at any location and when each household has reached the place of its 
maximal utility. On this level of abstraction location theory would seem quite 
empty and ceases to be interesting. Specialization of assumptions is thus called 
for after all. It turns out that approaching industrial location in the manner of 
von Thiinen’s isolated state affords a particularly fruitful starting point. 

Suppose there is given an unbounded plain region containing all resources at 
a uniform density. Then the localization of production is due entirely to internal 
economies of scale and to external economies of agglomeration. Evidently (to avoid 
duplication and cross-handling), each plant will produce for a market area of its 
own, and secure its resources from a set of concentric supply areas of its own. 
What is the size and shape of these areas? For simplicity of expression, assume 
that in a given industry the market area of the product is larger than the corre- 
sponding supply areas for the required inputs and, therefore, constitutes the 
limiting factor. Then by force of competition the market areas will be crowded 
so closely as to permit no further plant to operate profitably at intermediate points. 
If an industry is controlled by one firm only, then an optimal division of markets 
among its branch plants requires that the market areas shall all have the same size 
and shape, that they be adjacent, and that they should cover the plain without 
gaps. It is an elementary mathematical fact that this is possible only when these 
elementary areas have the shape of either regular triangles, squares, or hexagons. 
The hexagonal pattern minimizes the size of the individual market area that is 
required in order for revenue to cover the fixed cost of plants, for any price policy 
that may be adopted. 

Lésch discusses the following pricing policies at the level of the firm: uniform 
delivered prices, uniform mill prices, and discriminatory monopolistic prices, the 
latter without regard for the possibility of competitors trying to undersell also at 
points farther removed from them than from the own plant?. If this eventuality 
is taken into account, a very peculiar schedule of discriminatory pricing may result. 
At the boundary of competing market areas prices are down at marginal cost. 
Next, in a more or less broad zone of competition, prices increase towards both 
market centers in question at the rate of transportation cost (which is applicable 


‘ 


2. At the industry level the basing point system of pricing is also considered, though somewhat superficially. 
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from the farther center). Finally, within a certain interior area (which in the case 
of perfectly inelastic demand coincides with the market center), prices will decrease 
toward the center, in the case of uniform linear demand functions at one-half the 
rate of transportation cost. Of course this complicated price schedule may just 
be viewed as an argument for the appropriateness of zonal or uniform delivered 
prices. 

For different commodities the minimal sizes of the elementary market areas 
need, of course, not coincide. At this point agglomeration economies enter, 
favoring a compromise in the size of the various market areas so that a common 
hierarchy of distribution centers can be sustained. A link is then found between 
the sizes and distribution of market areas for the various industries on the one 
hand and of cities on the other hand. 


III 


The role of cities as “‘central places” or distribution centers, which had been 
emphasized before, e.g. by W. Christaller, is taken up by Lésch in this connection 
and is further developed. The rationale of a distribution of cities on a hexagonal 
lattice is as follows: It permits a maximal number of cities that lie not closer to 
each other than a certain fixed distance. Conversely it requires the smallest number 
of cities such that the distance to the nearest city does not exceed a certain level 
for any point. The first fact illustrates why competition may produce such a 
pattern, the second why it is economically advantageous. In this set of places, 
centers of the second order may then be chosen such that each first order city 
has as its neighbor a city of the second order. These centers form again a hexagonal 
lattice i.e. they are arranged like the vertices of a honeycomb. In this manner a 
complete hierarchy of places may be built up culminating in one center of the 
highest order, the metropolis. 

A system of this sort achieves economy in the number of places. It pays no 
heed to economies of the transportation network. If roads and railroads were to 
be laid out along paths from one city to the next, they would be zigzagging at angles 
of 30 degrees. However, the centers of second order, etc. may be aligned to fall 
on straight lines through intermediate first order cities—at the expense, however, 
of making certain first order cities immediate satellites of third order cities. 
Obviously it is a question ot the amount of traffic between places whether these 
economies outweigh those of equal accessibility of high order places. Any alignment 
of this sort introduces a certain sectorial asymmetry, an accumulation of points 
of higher order in certain sectors extending along particular axis radiating from 
the metropolis. 

The special pattern, exhibited by Lésch (p. 127) is of this second type. It is not 
unique. For instance a network of perfect hexagonal symmetry (a tree) may be 
constructed in which the number of links exceeds that of points by one, in which 
every point is accessible from every other point, and in which the average distance 
to the nearest points of higher order from each point is a minimum. Such networks 
may have a certain interest in the economics of development when the construction 
cost of a transportation network is a prime consideration. 
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So far it was tacitly assumed that distribution points should form a hierarchy. 
Going one step farther, Lésch motivates this by superimposing on each other sets 
of uniform market areas of various industries constrained, of course, to have as 
their radius multiple values of the elementary distances in the hexagonal lattice. 
This procedure seems defensible only on the assumption that, as far as demand 
is concerned, either all points of the lattice have equal weight or that demand is 
distributed continuously in the spaces between the meshes of the lattice and thus 
not localized at all. Neither supposition is very realistic. It would be interesting 
to explore the implications of the order of a city for the sizes of its market areas. 
Perhaps this could explain why the greater environment of a large city often seems 
like an economic vacuum. 

The analysis of city locations is not left at this level of idealization. Among the 
complicating features that Lésch discusses, the size limitations imposed upon 
regions by political boundaries are most remarkable. Incidentally, the explanation 
given for the moving of enterprises across tariff walls into the country affording 
the largest markets would serve also as an explanation for the fact that the present 
edition of this book is in the English language rather than in the original German. 

Smaller variations in the density of resource distribution will deform the 
honeycomb pattern without destroying its topological properties. Thus, in the 
more fertile parts of a region, the density of population will be relatively higher 
and the size of markets correspondingly smaller than on the average’®. 

So far it has been assumed that production may be concentrated in the central 
places to any desired extent. Where, on the contrary, production requires extensive 
space as in agriculture and surface mining, the phenomenon of regional specializa- 
tion in “belts” appears along the lines of von Thiinen’s model. Each city in the 
hierarchy is surrounded by its own set of rings superimposed on the rings that 
belong to higher centers. The commodities produced in the more distant belts will 
then be shipped to most smaller places via the higher centers as transhipment 
points. If differences of fertility and climate are introduced the question arises 
how the emerging belts of specialized (or predominant) production will be deli- 
mited, and through which centers the commodity flows will be routed. For a first 
orientation about, say, the world wheat market, it is useful to disregard all central 
points except the crucial ones, the ports, and to couch the problem in terms of 
the hinterlands of and flows between these ports. (The distribution of flows from 
several origins to numerous destination has become a classical problem in activity 
analysis.) Lésch’s solution is the intuitive one: that there must be equality of 
shipping cost to and from ports at the boundaries of the respective hinterlands. 


3. It is tempting to reconsider the distribution of central places in terms of a random scattering of points 
of each order such that the regional averages of their densities stand in given fixed proportions to each other. 
Such a random pattern would be expected on the assumption of uncoordinated plant and city locations. 
However, “‘natural selection’? would in due course establish some “order” unless the resource density is 
itself random: In a plain with homogeneous resource endowment, the random-sized market areas would 
tend to fall between fixed upper and lower bounds. 

In a perfectly random pattern the number of points in a given area is subject to a Poisson distribution. 
The probability of finding no rival plant within a given radius is negative exponential; the average distance 
between pairs of points is inversely proportional to the square root of the density—a relationship that was 
demonstrated by Lésch also for the hexagonal pattern. 
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These aspects of regional specialization and interregional flows are treated 
under the heading of “trade’’. In his usual systematic manner Lésch approaches 
the specialization problem quite generally, considering all possibilities that arise 
in pairwise combining persons, productions, and locations. The principle of com- 
parative cost is used in all these connections with great skill. 


IV 


In the synoptic first chapters of the book, Lésch raises the Walrasian question of 
the existence of a general equilibrium but for a spatially extended economy. In 
answering it he is guided by the model of the perfect hexagonal lattice of distribu- 
tion and production locations. He extracts from it the equations that characterize 
a ‘“‘maximum number of economic units’’—the phenomenon in which he sees the 
principle of equilibrium under polypolistic competition: ““The locations must be 
so numerous that the entire space is occupied”, (i.e. covered by market areas). 
“In all activities that are open to everyone, abnormal profits must disappear.” 
“The area of supply, production, and sales must be as small as possible.” (p.95, 96). 
However, the last condition is a consequence of the other two and should not be 
counted in his list of equations and unknowns. On the other hand the “ balance 
of trade’’ equations are overlooked here by Lésch. 

We now know that in characterizing the equilibrium of a spatially extended 
market of even one commodity, inequalities (expressing unprofitability of certain 
hauls) are as important as equations (the identities of excess supply and net exports 
for each location). Lésch’s system of equations of spatial equilibrium is, however, 
not more than an embellishment and an after-thought. It neither supports nor 
defeats the consistency and adequacy of his equilibrium model, whose genuine 
merits—intuitive economic appeal and simplicity for geometric analysis—are 
not even touched by it. 

The role of discrepancies between social and private cost in urban localization 
has been stressed so often that the emergence of order under competitive equi- 
librium “‘in the large’? may well constitute an important discovery. While Lésch 
has perhaps failed in fully demonstrating the mechanisms that are supposed to 
bring about this orderly pattern (his is essentially an argument that this order 
will be sustained by polypolistic competition) and hence in demonstrating its 
inevitability he has shown this regular pattern to be the work of elementary forces: 
the maximization of profit on the level of the entrepreneur and of the number of 
units on the level of the industry. There is a note of triumph in his conclusions. 
“Tt is not true that man must supply the world with an organizing principle. It already 
exists... actually they (statesmen) need plan little, but it is essential that this little 
be planned with economic insight.... Knowledge of the conditions governing the 
most general (Walrasian) equilibrium is not enough today. It is necessary to know 
also how it works under conditions that are more nearly real. It is for this reason 
that space can no longer be neglected.” (p.93, author’s italics). 

Lésch has attempted to extend his static analysis of equilibria to a dynamic 
one. His argument is built around the notion of waves of prices propagating from 
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supply or demand centers and carrying over into adjoining markets or supply 
areas. This discussion is couched in the language of the transfer problem. But 
nowhere does it reach the clarity and force of Lésch’s previous exposition, nor is 
there any demonstration of the existence of such price waves in the empirical 


section of the book. 
V 


One-fourth of the book is given over to empirical verification of the theory. While 
this does not constitute statistical tests in the regular sense, the material presented 
is always pertinent and extremely interesting. This part will serve as the best 
introduction to Lésch’s ideas for readers who are less theoretical-minded. 

The editors and translators deserve praise for a meticulous job as well as for 
having resisted the temptation of eradicating passages and references that may 
now seem untimely, and for thus having saved a classical book in its original flavor. 
This has prevented it, incidentally, from becoming a dull, if perfectionist, work. 
Now that we have the original in an unspoilt form, future editions may without 
penalty smoothen certain paragraphs dwelling on the writer’s idiosyncracies or 
improve the elegance of a few geometric or numerical arguments. 

Naturally this review has merely touched upon the highlights without giving 
as much as an inkling of the wealth of ideas and factual observations that make 
The Economics of Location a fascinating book. It is sad to reflect on the loss that the 
untimely death of A. Lésch in 1945 has meant for the advancement of location 
theory. For even during his lifetime Lésch had accumulated further results; he 
regarded this book as a mere preliminary: “‘ I have been less interested in outlining 
a theory that is complete than one that is capable of further development... in 
the meantime I was able to test the new views on many theoretical or pressing 
practical problems... but not enough time remains to make it secure in peace on 
all sides, and since I do not wish to offer what may be attractive at the moment 
but would not stand a rigid test, I have given up the publication of most of my 
results... It is not easy to stand before this rich harvest with hands tied if one has 
within his grasp a new method for practicing and analyzing economics.” 


Center for Advanced Study in the Behavioral Sciences, MARTIN BECKMANN 
Stanford, Calif. (U.S.A.) 








TRADE IN AFRICA 


The Gold Coast and Nigeria are politically and economically the most advanced 
of the black African territories, Tanganyika and Nyasaland are among the most 
backward. Cash crops provide the bulk of income over large regions in the two 
West African territories, subsistence economy, with few cash crops, is the rule in 
the other two. The bulk of the trade in the Gold Coast and Nigeria, even when in 
the hands of foreign owned shops or companies, relies on African clerks, African 
salesmen and a rapidly increasing number of African managers. In Tanganyika 
and Nyasaland the trade is mainly Arab and Indian in the towns, with African 
traders, usually small scale and not very successful, almost entirely in the villages. 
The more interesting and revealing, therefore, are the similarities, as they appear 
from three recent and officially sponsored publications, between the problems of 
trade in what are otherwise such widely dissimilar areas. 

Dr. Bauer began his study “‘as an enquiry into the structure of West African 
external trade with special reference to monopolistic tendencies... It gradually 
became clear, however, that proper discussion of the original subject matter of the 
inquiry postulated analysis and review of the forces influencing economic power 
and the extent of concentration in trade. Some of these varied and diverse forces 
are in turn so closely interwoven with certain general characteristics of the West 
African economies, that it has been necessary to examine these also. A lengthy 
treatment thus became inevitable once the study extended beyond the confines of 
the structure of trade’”’. 

With the exception of an introductory discussion, most of these “varied and 
diverse forces’”’ and “‘general characteristics” are discussed in the formal context 
of the chapters dealing in succession with the various aspects of external trade*. A 
certain amount of repetition thus became unavoidable, similar “‘forces”’ acting 
on imports as well as exports, and in the case of private as well as public monopolies 
and oligopolies. The resulting practically identical lines, or even paragraphs, of 
comments found dotted throughout the book far from being irritating manage to 
give unity to what is in fact a series of separate studies, though at the same time 
tending to give West African Trade something of the air of a book with a message. 

Dr. Bauer mentions internal trade only in passing in fourteen not very factual 
pages, external trade being his main interest. Internal trade, on the other hand, is 
the almost exclusive interest of Dr. Chalmers Wright, as well as of that part of the 
East Africa Royal Commission Report which deals with the marketing and distributive 

1. P. T.Baver, West African Trade. A Study in Competition, Oligopoly and Monopoly in a Changing 
Economy. (Based on an investigation undertaken in 1950-1951.) Cambridge 1954. Cambridge University 
Press. Xv1, 450 p., Maps and Appendices, 55s. — East Africa Royal Commission 1953-1955 Report. London, 
June 1955. Cmd 9475, Her Majesty’s Stationery Office. Lv, 482 p., Maps and Appendices, 17s. 6d. Especially 
Chapter 7: The Marketing and Distributive System, p. 64-76. — F. CHALMERS WruiGHT, African Consumers in 
Nyasaland and Tanganyika: An Enquiry into the Distribution and Consumption of Commodities among Africans, 
carried out in 1952-1953. London 1955. Her Majesty’s Stationery Office. 117 p., Maps and Appendices, 
rise 
gi i cit., p. I. 


3. J. e., the Import Trade, Monopolistic and Competitive Influence in West African External Trade, 
the Export Trade, the Statutory Marketing Boards and their Policies, the Economics of Marketing Reform. 
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system and which seems to have been based largely on Dr. Chalmers Wright’s 
study. Dr. Chalmers Wright had been asked to undertake an enquiry “‘with a 
view to assessing the efficiency of the distributive trade in relation to the need for 
incentives to production and a raising of the standard of living’, it being considered 
that “the supply of labour, the level of output of cash crops and the standard of 
living are dependent among other things on the efficiency of the distributive 
industries in supplying an adequate range of consumer goods at a low price’’s. It 
was, he writes, “‘widely considered in those territories, both by administrators and 
by responsible non-official persons” that “‘the distributive trade was not supplying 
that ‘adequate’ range of consumer’s goods...’*5, a view for which his investigation 
found no justification. African Consumers is a short summary of the results, as 
presented to the Governments of Nyasaland and Tanganyika, of this enquiry, and 
it discusses the consumer’s cash expenditure and resources, the range of available 
consumer commodities, the control and regulation of the distribution of consumer 
goods, and the traders, African and non-African. The East Africa Royal Commission 
Report which, on the whole, adopts Dr. Chalmers Wright’s exposition and argu- 
ments, adds examples from Kenya and Uganda in support of his conclusions and 
fits the whole into the much larger framework indicated by the terms of reference 
of the Commission, which cover practically the whole of the economic and social 
problems of East Africa with special reference to problems of land-ownership 
and use. 


The General Background 


*“‘Africans frequently do not regard trade as an occupation... They regard it 
as part of existence...” states Dr. Bauer about West Africa®, and Dr. Chalmers 
Wright (and after him the Royal Commission’s Report) quote Sir Harry Johnston, 
who wrote in 1897 about East Africa: ‘‘All Africans are fond of trade. Commerce 
has a great attraction for them. The men and the women both make long journeys 
to sell their goods.’’ Dr. Chalmers Wright adds that “‘In this indigenous commerce, 
the distributor of consumer goods is Everyman (and every woman). All being 
producers (and consumers), all have something to sell (and buy)”’?. This intense 
form of direct exchange, barter or money, of local products seems to satisfy, 
according to Dr. Chalmers Wright, most of the consumer needs in the two East 
African territories with which he deals. The professional traders are still only on 
the fringe of this bubbling mass, throwing into it a comparatively small amount of 
imported goods in exchange for the earnings of farmers (whose cash income is due 
chiefly to the sale of foodstuffs, as well as of some cash crops), and of migrant 
labourers. In West Africa, on the other hand, as Dr. Bauer has found, the pro- 
fessional trader is ubiquitous. His activities are still chiefly based on imported 
goods, the main difference from East Africa being that, with a much higher output 
per head of population as well as a higher rate of cash income to total income, 
4. Cf. his terms of reference, op. cit., para 2. 
5. Op. cit., para 5. 


6. Op. cit., p. 11. 
7. Op. cit., p. 11. 
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imported goods tend to replace locally produced goods as the main consumer 
expenditure. This has led to a rapid breakdown in economic regionalism and in 
the self sufficiency of comparatively small areas which is still, according to Dr. 
Chalmers Wright, the main characteristic in East Africa. It would be tempting, 
though possibly rash, to conclude that the main difference between the “‘natural”’ 
conditions applying to native trade in East and West Africa is that in East Africa 
it is about a generation behind. 


The Common Myths 


The inefficiency and wastefulness of trade, the dangers of the upsurge of mono- 
polies based on national origins (Indian in the East and Syrian in the West), the 
overriding need for the protection of the innocent native against the ruthless 
wiles of middlemen, and the efficiency of state organisations, are some of the 
strongly held beliefs in responsible quarters which are most vigorously attacked by 
the authors of all the three studies. The basic change of attitude which they are 
advocating is stated in similar terms both by Dr. Bauer and by the Royal Com- 
mission. I shall quote the latter: “‘It is fallacious to assume that the commercial 
system of distribution is merely an appendage to the process of production. It is 
part of the productive process itself. The market is not a static but a dynamic part 
of the economy and its growth is as vital to the producers of primary commodities 
as it is to all other producers and to consumers. We have already made it clear 
that it was the opening-up of new markets which alone made possible an escape 
from tribal subsistence economy in the past. Similarly the widening of markets 
can alone bring about an expansion of the economy in the future. To frustrate the 
extension of markets is to restrict the expansion of the economy.”’® 

As the evidence put forward in all three studies shows, the responsible au- 
thorities, East and West, have obviously taken the opposite view: they have 
tended to consider the markets an immutably fixed total, so that a larger share 
for one participant necessarily means a smaller share for some other participant. 
This static view, helped in individual cases by certain other fallacious “economic” 
theories and “facts” as well as by administrative convenience, has rapidly led to a 
situation in which to “control”, that is ultimately and in practice to hamper, 
trade, seems to have become the prime reason for all official measures in that 
context. It is interesting to note that although some attempts in that direction 
seem to have been made by the authors, none of these three studies has been able 
to quote any official measure taken over the last fifteen years which has been both 
intended for and successful in encouraging trade. What has been done has been to 
introduce measures to “protect’’ or “‘encourage”’ the native trader in opposition 
to the immigrants, measures based on the static view of trade and usually with 
indifferent or even directly adverse effects upon everybody, that usually forgotten 
group, the consumers, being the chief sufferers. 

To pick out a few of the measures discussed in these three studies: prohibition 
of the movement of agricultural products to forestall local shortages, but succeed- 


8. Op. cit., p. 68, para 15. 
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ing chiefly in impeding division of labour and geographical specialisation, and 
thus leading to primitive autarchy at the district level and to economic stagnation ; 
discriminatory measures against new traders, especially immigrants, to prevent 
the exploitation of producers and consumers and (sometimes) to strengthen the 
position of potential native traders, but in fact leading to positions of monopoly or 
oligopoly for existing firms; the establishment of official or officially sponsored 
Marketing Boards to eliminate the untidy, inefficient and dishonest middleman, 
who exploits both producers and consumers (a myth against which all three 
studies, but especially Dr. Bauer, bring some very forceful arguments), and which 
in fact leads to a much greater exploitation of producers without any proof of 
increased efficiency; measures, whose logic it is impossible to fathom, to diminish 
the amount of cash in the hands of primary producers so as to counteract the 
contradictory evils of widespread hoarding (for which no proof exists), indebted- 
ness (of which there are little signs) and inflation (for whose connection with the 
size of income there is no evidence), evils which are all somehow believed to be 
due to the shortcomings of trade and the traders. 

To economists who might be too quick and harsh in their condemnation of the 
confusion to be found in the official economic policy throughout those territories, 
Dr. Bauer points out, with some regret, that economists themselves have done 
little in the past to study the problems of such territories, and much less to suggest 
solutions. Dr. Bauer himself has struck out before, in articles and publications®, 
against established prejudices. It is an encouraging sign that others, backed by the 
much greater weight of a Royal Commission, should endorse and expand this type 
of constructive criticism and especially that all three studies should have been 
undertaken with official backing. 

To Miss Margery Perham’s thoughtful criticism of the Royal Commission’s 
impatience with the present situation and of its bold recommendations for 
sweeping changes, (criticism which is also valid in the case of Dr. Bauer’s book), 
that not only the vested interests, both European and African, but also long and 
strongly held beliefs, not least by Government officials, will first have to be 
overcome, she herself provides a thoughtful answer: ‘“The Commission’s plans 
ignore race and colour; they are based upon faith in the capacity of human 
nature to initiate, to adapt, to employ reason, to cooperate. This is a slow and 
difficult way of working and one which much of our impatient and mass-managed 
world has abandoned. But we can only give what we possess ourselves... We 
have the greatest opportunity to apply the values in which we believe, and to 
bring our colonialism to a conclusion which would finally justify it, if not in the 
heated contemporary opinion, at least in the cool judgement of history.”’!° 


Conclusions 


“Production” and “‘consumption”’ have practically monopolised the attention of 
economists for the last generation. ‘“Trade” normally only succeeds in drawing 


g. Cf. his study on the Malayan Rubber Industry, “‘ The Rubber Industry; a Study in Competition and Mono- 
poly”, London 1948, Longmans. 
10. Cf. The Listener, 18th August 1955, ““The Royal Commission on East Africa’’. 
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their attention—and raising their eyebrows—when traders, trading associations, 
intra- or inter-national, or trading nations are being naughty. Obstacles to the 
free flow of goods, dumping, retail price maintenance, are the kind of interesting, 
but still only piece-meal problems to which economists have turned their attention, 
but there has been comparatively little interest in a wider study of trade as a whole. 
Even its rather uneasy position in economic classification, it never being quite 
certain whether it should be studied on its own, or as part of production, or of 
consumption, is another indication of the blind eye so easily turned to it by many 
modern economists. It is possible to argue that they are right, that the economic 
problems of today have on the whole little to do with trade as such and that, 
economics being eminently a time server, the general problems of trade, or raised 
by trade, may be safely ignored. But such an argument would definitely be wrong 
in the case of the economic and social impact, through the intermediary of trade, 
of the technically advanced, high income communities of the West on the techni- 
cally backward, low income communities which still cover such a large area of the 
globe. For the latter, trade under such circumstances is not just a normally smooth 
interchange of goods and services; it exerts a powerful influence on their whole 
economic and social structure and raises problems of adjustment which might 
otherwise not exist, as but for trade there might be little impulse or desire for 
change. 

At the same time, trade properly understood and used can become an efficient 
and smooth synchroniser allowing the present economies and the social fabrics of 
the low income countries to be adjusted comparatively quickly and without jerks 
to the new techniques of production evolved by the West and to the standards of 
living deriving from them. The problems of capital accumulation, closely related 
to those of individual capitalist initiative and of individual imitative spending, 
on the one hand, and to State intervention, on the other, are among some of the 
most obvious aspects of the matter. The breakdown of the existing socio-economic 
structures and the need for the quick evolution or adoption of new ones, are 
among the more basic and difficult aspects. It is within this wider context that 
these three recent investigations into problems of trade in low income countries 
must be viewed. And though it is possible to read any of the three studies separate- 
ly, the picture which emerges from them taken together is not only much more 
complete, it also gains in depth and perspective, showing that the problems in 
Africa, East and West, are both similar enough, and at the same time different 
enough, for studies of each area to throw additional light on the problems of the 
other. 


University College of the Gold Coast, Achimota. B. M. NicuLescu 





























POPULATION GROWTH 
AND NATIONAL STRENGTH 


by John Barton (1789-1852) 


Note. In a paper which appeared exactly a hundred years after the death of John 
Barton!, the undersigned presented the information then available on the life and 
works of this often neglected contemporary of Ricardo and Malthus. About the 
same time, Professor Lionel Robbins discovered an unpublished manuscript of 
Barton, which was acquired and is now in the possession of the London School of 
Economics. The following piece, contained in this manuscript, is printed here for 
the first time by permission which is gratefully acknowledged. 


When young Barton was putting these reflexions on paper, between December 
1814.and May 1817, Europe was going through the last tremors, and the aftermath, 
of the napoleonic crisis. This was a period when traditional policies were being 
reappraised, and accredited doctrines re-examined. Ricardo was busy writing his 
Principles, and so was Malthus. Still, the influence of David Hume and Adam Smith 
on the political thinkers of the epoch remained strong. It was natural, therefore, 
for Barton to ponder over what Hume had had to say about the determinants of 
the political and economic power of the State. This inquiry resulted in a Critical 
Analysis of Hume’s Political Essays, which was followed by a study of the views of 
Adam Smith on the causes of population growth, and rounded out by a scrutiny 
of the relevant portion of Ricardo’s Principles, when that book came out in the 
spring of 1817. 

The argument which unifies these three studies into a whole runs somewhat 
as follows: 

Hume had contended that in modern times all powerful nations have been 
commercial. Commerce, Barton concedes, by affording profitable employment to 
many people, stimulates population growth. Consequently, it increases national 
strength, in as much as a more populous country is stronger than a less populous 
one (other things being equal). But, in the first place, population growth might 
result from the action of other forces as well. In the second place, a larger but 
effeminate population might prove weaker than a smaller but vigorous one. In the 
third place, it is possible for commerce to expand and capital to accumulate, 
without a concomittant increase of population, contrary to the teachings of Adam 
Smith, Malthus, and, finally, Ricardo. It follows, then, that the relation between 
commerce and national strength is a complex one. Under certain circumstances, 
commerce might lead to population growth and national strength; under others 
it might not. 


1. Cf. Economic Journal, March 1952, p.87—102. 
2. The manuscript is described briefiy in Economic Journal, September 1953, p. 726-728. 
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For expository purposes, the chronological order of the components of the 
article has been altered. The Critical Analysis, which is the earliest of the three 
sections, has been placed at the end. 

G. SoTIROFF 


I. THE OPINION OF ADAM SMITH 
OF PRICES AND POPULATION GROWTH EXAMINED? 


The rapid increase of wealth and luxury has been sometimes pointed out as a cause 
of the enhanced prices of commodities during the reign of the present king, without 
any specification of the precise mode in which these causes are supposed to operate. 
Malthus, however, in his Inquiry into the Nature and Progress of Rent, published in 
1815, has shown very satisfactorily, I think, how an increase of population raises 
the price of corn, by successively bringing into cultivation land of lesser fertility. 
But both in his Essay and in his principal work, he seems to have overlooked, or 
very imperfectly stated, the primary cause ofan increase of population. Throughout 
the greater part of his reasoning he seers to speak of an increase of population as 
being called forth by an increase of food, but in some places he seems to coincide 
with the opinion of Adam Smith that the increase of labourers is in proportion to 
the increase of capital. It appears to me that both these opinions are erroneous. 

If the increase of capital increases population in like proportion and the last 
naturally raises the price of corn, or if according to the vulgar idea, the advance 
of wealth and luxury raises the prices of all commodities, then prices ought to have 
been progressively and regularly advancing from the earliest times. Will any one 
dispute that from the reign of Charles 1. to the reign of George the Second, during 
which period the commerce of the nation was doubled, and the rate of interest 
reduced from 6 to 3 per cent, a great increase of wealth and luxury took place? 
Yet Adam Smith has shown that the average price of wheat from 1637 to 1700 
was 5s. per qr. and from 1701 to 1764 only 4s. per qr. We have no authentic docu- 
ments relative to the state of population at the earlier period, but ifsuch documents 
could be obtained, I entertain no doubt that the increase of people from the middle 
of the 17" to the middle of the 18t® century would be found very trifling. It appears 
at least, I think from the evidence of history, that the prices of commodities do not 
increase in the same ratio as wealth. 

As the causes which promote the growth of population form a subject of great 
importance, it is requisite to examine Adam Smith’s opinion more particularly. 

Suppose‘ that in a certain community the trading capital yields annually goods 
to the value of ten millions. Suppose further that each trader in the aforesaid 
community saves from his yearly revenue such a sum as to increas* his capital by 
one-twentieth part. Then, according to Adam Smith, one-twentieth more labourers 
will be hired and set to work. Of course, the quantity of goods produced will be 


3. P.159 of the manuscript. The original title of this section is “‘ Effects of Increasing Wealth on Luxury 
and Prices’’. 

4. P. 161-165 of the manuscript. The paragraph beginning with the word “‘suppose”’ is preceded by the 
sub-title “ Effects of Increasing Wealth on Population’”’. 
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increased by one-twentieth. A part of these goods will be consumed by the addi- 
tional labourers so employed. Let every labourer be supposed to consume half as 
much as he produces; then the additional stock of goods brought to market, over 
and above the consumption of the labourers engaged in producing them is increased 
by one-fortieth. 

Now if the supply of all commodities is increased one-fortieth and the demand 
remains the same as before, then the price of these commodities must be reduced 
one-fortieth, or else a part of them will remain unsold. One-fortieth part is 2% per 
cent. The question ist, whether an adequate profit will remain to the person who 
raises the commodity at the reduced price. But that is not all. The depression of 
profit will not stop here. For every five per cent added to the capital of the trader, 
another reduction of 21% per cent will take place in his profits. 

But it will be said, if this reasoning was correct, capital could never accumulate 
at all. I reply, yes, it may and does accumulate, but not in such a manner as to set 
in motion a proportionally greater numbe ‘of hands. It is not employed in the same 
way in which capital was employed when less plenty. The capital newly accumu- 
lated is employed in constructing machinery, in making roads, digging canals, and 
other improvements which enable a smaller number of labourers to perform the 
same quantity of work. And so far the increase of capital tends to diminish population. 
But the making of this machinery, these roads and canals, sets in motion a number 
of additional hands. True, but in the long run, in the course of years, they save 
labour—therefore they abridge the demand for labourers. Ifall these canals, roads, 
etc. were begun and finished at one time, then the effect would be a great increase 
of demand for labour while the works were in execution, and a great excess of 
hands afterwards. But as these improvements are continually going on, and beginn- 
ing as another is finished, no such cessation of the demand for workmen takes place. 
At the same time it is not the less certain that the accumulation of capital when 
applied to increase the productive power of labour, is so far from setting in motion 
a greater number of hands, that it enables few hands to do the work of many. 

Capital, when thus applied, does not reduce the prices of commodities in the 
same proportion as if it had been employed directly in producing an additional 
quantity of goods. A manufacturer employs a hundred men in weaving cloth. If his 
capital is doubled, he does not employ two hundred men in the same kind of work, 
but he employs the last hundred in constructing improved machinery by which 
the hundred weavers are enabled to manufacture one-fifth perhaps more cloth 
than they did before. This yields him a good profit on the capital invested in 
constructing the machinery, and instead of the produce being doubled, it is only 
increased one-fifth. 

This substitution of capital for labour is not peculiar to the case of improved 
machinery: it pervades every department of commerce and agriculture. The 
making of roads, canals and harbours, the enclosing, draining and manuring of 
land all resolve into this principle. 

It may be said, then why does not population diminish? Since the number of 
hands required to produce a certain quantity of goods is continually becoming less 
and less, and consequently the demand for labour must be continually declining? 
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It does not decline for this reason. The annual revenues of individuals are 
continually increasing in the same proportion with the increase of their capitals, 
and with their incomes their expenditure also increases. The same labourers who 
were formerly employed in raising the necessaries of life, being no longer required 
in that business, are now employed in ministering to the new wants generated by 
increased wealth and its concomitant luxury. Could expenditure increase faster 
than capital, population would increase also. But I have endeavoured to show that 
every increase of public expenditure is necessarily attended with a corresponding 
and proportionate decrease of private expenditure. In like manner and for the very 
same reasons, an increase of expenditure on the part of one man compels others to 
decrease theirs. We shall see hereafter that an increase in the circulating medium 
is attended with an augmentation of expenditure without encroaching on capital, 
and therefore affords the most powerful stimulus to population. 

That the application of an increased capital to the cultivation of land tends in 
some cases to diminish population, instead of increasing it, is proved, I think, by 
the concurring testimony of every writer who has treated of the internal economy 
of England about the beginning of the 16" century. The depopulation of the coun- 
try, in consequence of the engrossing of farms, and the conversion of arable land 
to pasture, was at that time the subject of increasing complaints. Nor does there 
appear the smallest improbability that a better system of agriculture should have 
this effect, for the very nature of such improvements is to economise labour. Arthur 
Young has very clearly shown (Farmer’s Times, Travels in France) how many more 
hands are required to bring a given quantity of produce to market from the old 
system of husbandry, where little capital is employed and the soil is parcelled out 
into small portions. Lord Selkirk in his glowing and animated picture of Highland 
manners has discussed at length the depopulating effects of the introduction of 
agricultural capital in that part of Scotland. We have even a remarkable evidence 
that several of our agricultural counties have depopulated since the year 1690, 
while the population of other parts of the kingdom has been increasing with such 
extraordinary rapidity. I allude to a statement of the number of houses in every 
county at that time, which has been republished by Chalmers (Domestic Economy 
of Great-Britain, p.378 and 252). From this statement it appears that the number 
of houses in Cambridgeshire has decreased 2,178, in Essex 1,147, in Huntingdon 
1,641, in Lincoln 2,530, in Norfolk 7,439 and in Suffolk 14,732. 

It is very strange that the increase of townspeople has much more than com- 
pensated the decrease of the peasantry. But that this accession of numbers is the 
cause and not the effect of the enlarged produce of the earth may perhaps be 
proved pretty satisfactorily. Improved husbandry, by diminishing superfluous 
hands, enables the farmer to grow and to sell his corn somewhat cheaper and this 
cheapness may enable a greater number of persons to support a family; but the 
additional number of families thus supportted can never be equal to the number 
thrown out of employment in agriculture. Supposing that a farmer, by laying out 
£150 capital, is enabled to raise the same quantity of corn as before with one 
labourer less. Whereby he saves£30 per annum. Let us see how much he can afford 
to reduce the price of his produce. The expense of labour may be estimated at 
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one-fifth of the whole expense of a farm. If the farmer kept formerly four labourers, 
which number is now reduced to 3, then the cost of production of agricultural 
produce is reduced 1/,'® of 1/,t®, that is 1/,9t*. But he must be allowed a fair profit 
on the additional capital invested, say 10 per cent, or £15 per annum on £150, 
which will bring the cost of production 1/4.t" lower than it was in the old method. 

Now imagine a similar investment of capital to take place on every farm in the 
kingdom; then !/,9'" more persons will be enabled to subsist through the greater 
cheapness of corn. But in the meantime one-fourth of all the agricultural labourers 
are discharged, and thereby rendered unable to support a family. The agricultural 
labourers form about one-fourth of the whole community, therefore 1/,'" of them 
is 1/,,*° of the whole population. But the additional number who are maintained 
by the cheapness of corn is only 4/49t" of the whole population. 


If it is ascertained that increasing wealth does not always increase population, 
it follows that it does not always enhance the prices of commodities. For if the 
population be at a stand, the demand for the necessaries of life cannot increase. 
And the accumulation of capital, by depressing the rate of profit, tends to lower 
prices. 

The reduction in the price of corn, during the period before alluded to, followed 
probably from the discovery of improved methods of culture, whereby the cost 
of production was lessened. The increase of population during the same period, 
I apprehend, was the result of the increased expenditure of individuals consequent 
on the extension of their revenues . 


Il. MR. RICARDO’S DOCTRINE OF PROFITS 
(AND POPULATION GROWTH)® 


Since the above remarks were written, the publication of Mr. Ricardo’s work on 
the Principles of Political Economy and Taxation and some communication with the 
author’ have convinced me that my view of the effects of increasing capital is 
incorrect. Still I cannot admit the justice of Mr. Ricardo’s doctrine. 

The reason why accumulation of capital does not under common circumstances 
increase the demand for labour is I conceive as follows. 

Labour is a commodity of which the supply cannot be materially increased 
without the lapse of a considerable length of time. Population may, indeed, be 
increased very soon by an additional demand for labour, but the number of produc- 
tive hands cannot be augmented under 14 or 15 years at least. Every addition to 
circulating capital, therefore, increases the demand for labour, without adding to 
the supply, except at a period too remote to be taken into the account. 

Suppose the accumulation ofany particular year to equal !/,9*" of the circulating 

5. In his essay Observations, etc., Barton was to attribute this “extension of revenues” largely to phenomena 
related to the influx of precious metals from the New World. 

6. P. 230-232 and 240-242 of the manuscript. 


7. See Ricardo’s letter to Barton dated May goth, 1817, appended to the 1934-reprint of the latter’s 
Observations, etc. 
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capital of the nation. This will appear by no means improbable, when it is con- 
sidered that this species of capital forms only a small part of the whole stock of the 
nation. Now if the whole of this accumulation be so applied as to increase the 
demand for labour, wages would rise !/,9t*. And supposing the rate of profit to be 
10 per cent, the whole income of the capitalist would be swallowed up. 

In this case, it is clear that the loss incurred on the last portion added to capital 
is so great as to swallow up the whole profit of the former capital. And, in any case, 
it appears to me that additions to circulating capital (the value of money remaining 
unchanged) will leave a net loss to the proprietor, though not to so great an extent. 
Suppose the circulating capital is £100, and let it be increased in any particular 
year by £1. Wages will rise 1 per cent. Profits will fall from 10 to 9 per cent. The 
question then is, whether £100 employed at 10 per cent profit, or£,101 at 9 per cent 
profit will yield the largest return. 


fiooatwpercent....... £1000 
sions opercent...... «.««» (6 @ tae 
Loss tothe capitalist ...... £0.18. 2 


But, it will be said, some reduction of profit would take place, even though 
this £1 should be added to fixed capital. That is true, perhaps, but in a proportion 
greatly smaller. 

Mr. Ricardo states that fixed capital is increased only in consequence of the 
rise of wages. But it appears to me that even the smallest addition to circulating 
capital causes such an enormous depression of the rate of profit that such addition 
will be certainly withdrawn long before it can have any effect in stimulating 
population. 

One observation may be proper to prevent misunderstanding. I have said that 
labour is a commodity of which the quantity cannot be materially increased under 
many years. It may be increased to a certain extent by increasing the industry of 
the existing population. And, accordingly, I believe this is in all cases the first effect 
of accumulating wealth. But when this industry comes to a maximum, which is 
soon the case, future accumulation will go chiefly to increase fixed capital. 

Let us see, in what proportion an addition of 1 per cent to fixed capital would 
lower the rate of profit. The quantity of commodities produced by the labour of 
the community is in the succeeding year increased from £10 to £10.2 in value. 
Now admitting that the revenues arising from fixed capital are equal to those 
arising from all other sources, then this additional 2/- worth of goods will return 
half to the capitalist, and half will fall to the share of the rest of the community in 
the form of a reductior of price. Then it appears that an addition of one per cent 
to fixed capital reduc» _ rofits 1/- or 1/99t" per cent. A like addition to circulating 


capital reduces them cest®. 
The reduction of .... f fixed capital from £10 to £9.19 per cent would 
slightly incline the balanc _our of circulating capital. In fact, every accumu- 


lation will be divided in certain proportions between these two modes of employ- 


8. Ie. 18s. 2d. per £100. 
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ment, so as to preserve a constant equilibrium. Let us see, how much must be 
added to circulating capital to bring down its profits from £10 to £9.19 per cent. 
Since the collective income of the community is not at all affected by a rise of 
wages, what is gained by the labourer being exactly equal to what is lost by the 
capitalist, it follows that 1s. will be added to circulating capital for every £1 added 
to fixed capital. Suppose then the capital of the nation to increase ten per cent 
yearly, the demand for labour will increase half per cent. 

Suppose the national capital to accumulate at the rate of 5 per cent per annum; 
4%/, per cent will go to fixed capital and 4 per cent to circulating capital, and, 
consequently, capital will double in about 14 years, and population in about 
277 years (because the logarithm of 2 divided by the logarithm of 1.0025 gives 277). 
This I suppose was nearly the true state of the case in the reigns of George 1 and 
George n. 

Hitherto I have supposed that the owner of circulating capital can only make 
his returns once a year. But supposing his returns are quicker, every rise of wages 
will affect the rate of profits in a still higher degree. Suppose a tradesman can make 
his returns four times a year gaining 21% per cent on each return or 10 per cent 
per annum. In this case, a rise of wages of only 114 per cent would reduce his 
profits one-half. Supposing all circulating capital to be returned four times a year, 
it follows that on every 20/- added to fixed capital, only 3d. should be added to 
circulating capital. 

Mr. Ricardo observes very justly that all capital is in the first instance circulating 
capital. For instance, the money laid out in erecting a steam engine must in the 
first instance be employed in paying the wages of the workmen by whom it is 
erected. This does not, however, affect the argument at all; it makes only this 
difference, that when an accumulation first takes place, a certain number of hands 
are brought into action, which hands will continue to be employed so long as 
wealth goes on increasing at the same rate. The number of hands occupied in the 
formation of fixed capital depends solely on the rapidity of the increase of capital, 
not on its quantity. 

It is possible, I admit, that the decline of prices, consequent on an increase of 
fixed capital, may encourage population as well as the rise of wages consequent 
on an increase of circulating capital. But I do not think it likely. Ifsuch an operation 
does take place, it must be in this way. A young man desirous of marrying and 
calculating that at the reduced price of provisions he can maintain a family, under 
the customary rate of wages, goes and offers his services to the manufacturer on 
lower terms than other workmen receive. This is not a very likely supposition. 
For the amount of circulating capital being a certain quantity, or increasing in a 
very slow proportion, the number of workmen employed by each manufacturer 
will be very nearly the same from year to year. A vacancy, when it happens, is a 
livelyhood for a new hand, but it will scarcely occur, either to the master or the 
servant, that an additional man can be profitably employed at a reduced rate of 
wages. The impopularity ofsuch a measure would also stand greatly in the way of it. 

It should be remembered, too, that man, and particularly uneducated man, 
is beyond all proportion more the creature of habit than of reason. It is not on any 
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abstract comparison of the price of labour with the price of provisions, that the 
labourer forms his idea of what is necessary for the maintenance of his family. 
His opinion on that head is regulated by what he sees his neighbours doing around 
him. It is not likely, therefore, that a labourer possessing a common average share 
of prudence will undertake to maintain a family upon less than other labourers 
are receiving in the same employment. 

But when wages rise, in consequence of an increase of circulating capital, the 
effects are materially different. The master then seeks out for an additional number 
of hands, and offers the current rate of wages, or perhaps an advanced rate, to as 
many persons as choose to enter his service. It is possible that the prices of commo- 
dities may at the same time be advancing, so that no increase takes place in the 
real recompense of the labourer. But still, the young man who is looking out for a 
maintenance can readily find one as well as any other workman. He, therefore, 
marries without fear. Even if bread is high, he calculates that he shall do as well as 
others. This is the standard to which he invariably refers. 


Ill. HUME’S THEORY OF NATIONAL STRENGTH?® 


Some of the thoughts (developed by Hume in his essay On Commerce, vol.1, part 2, 
essay 1st) evidently form the basis of certain doctrines in Adam Smith’s Wealth of 
Nations (see book 3rd). 

The principal subject is the connexion of commerce with political power, or 
national strength. The author takes notice of a striking difference between ancient 
and modern nations, viz. that among the former the absence of luxury contributed 
to the greatness of the State, every man being a soldier who was not engaged in the 
cultivation of the soil, while in modern times every powerful nation has been com- 
mercial. He observes that small republics formerly raised and maintained greater 
armies than States consisting of triple the number of inhabitants are able to support 
at present. He thinks, however, that this was a violent and unnatural policy, which 
could only subsist among small and free States, surrounded by hostile neighbours. 
He explains at length the manner in which the cultivation of the soil is promoted 
by the advancement of arts and commerce, and how luxuries are distributed among 
the community. He considers the body of persons employed in producing or pro- 
curing these luxuries as forming a sort of fund from which the government may 
at pleasure draw armies for defence and aggrandizement. 

I apprehend that Hume had not quite hit the true state of the question. 
National strength, as far as it consists in the raising and maintaining of armies, 
must depend on these circumstances, viz. 


(1) the size of the adult population; 
(2) the proportion which the produce of the soil bears to the expense of cultivation; 
(3) the greater or less interest felt by the people in the cause. 


g. P. 14-17 of the manuscript. Original title: “‘ Critical Analysis of Hume’s Political Essays’’. 
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It is to the first of these circumstances alone that the extension of commerce 
contributes. This extension stimulates population by affording profitable employ- 
ment to numbers of hands, and at the same time, by presenting the temptation 
of new luxuries to the proprietors or cultivators of the soil, it stimulates agriculture 
and thereby provides for the sustenance of the new population so raised. But the 
growth of population may be promoted by other stimuli, viz. the subdivision of 
landed property, which does in fact appear to have been the principal cause of 
the populousness of the ancient republics, and which perhaps operated full as 
effectively as commerce. It is only requisite that the soil should be cultivated; it 
matters not by what means. The poverty of some modern States, such as Poland, 
may, therefore, be ascribed quite properly to the nature of the laws by which the 
land is divided among a few great proprietors as to the want of commerce. 

For the sake of accuracy, it is proper to notice that in proportion as habits 
favourable to virtue and happiness prevail, fewer will die in infancy, and the 
proportion of the adult population capable of bearing arms will, of course, be 
greater. 

The effective strength of the State will partly depend on the proportion which 
the produce of the soil bears to the expense of cultivation: the greater this pro- 
portion, the more persons will be set at liberty for the service of the public. The 
progress of agricultural improvement increases this proportion, but at the same 
time it is diminished by the necessity of resorting to more land and employing 
more labour to obtain the same quantity of produce?®. 

The third source of national strength, the greater or less interest felt by the 
people in the public welfare, though of much more importance than either of the 
others, is only incidentally alluded to by the author, among other unnatural circum- 
stances in the policy of the ancient states. Of the value of this circumstance, one 
may judge from the resistance of Switzerland to Austria, of Holland to Spain, of 
the American colonies to England; and more lately by the sudden and wonderful 
energy displayed by France after the revolution, when the resources of the State 
seemed just exhausted. The same thing may be inferred from general reasoning. 
For by the census of 1810 it appears that little more than one-third of the population 
of Great-Britain is to be supposed male, and of this number at least one-half must 
be of an age capable of bearing arms: that is one-sixth of the whole community. 
Of such manufactures as are matters of absolute necessity, nearly the whole might 
be performed by women and children. What then hinders Great-Britain from 
bringing into the field armies te the amount of one-sixth of her population, or two 
millions of men? Evidently nothing but a motive sufficiently strong to induce the 
people to submit to the privation of luxuries. 

On the main question started by the author, viz. the connexion of commerce 
with national strength, we arrive then at the following conclusion: That when the 
institutions of society are unfavourable to the subdivision of the soil, commerce 
affords a useful stimulus to cultivation, and thereby favours the increase of people; 
but that if the people become so wedded to the luxuries and enjoyments introduced 


10. Barton apparently assumed, as Ricardo was to do shortly afterwards in his theory of rent, that new 
land brought under cultivation was always less fertile than the land cultivated earlier. 
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by commercial wealth as to be unable to part with them, and so insist on retaining 
a vast body of manufacturers and domestic servants to contribute to their personal 
gratification, when their services are wanted by the State, national weakness must 
be the result. That such instances have occurred, there can be no doubt, but the 
true cause of the malady is evidently the want of public spirit, which in its turn 
may generally be traced to the decline of political liberty.While this remains uninjured, 
neither wealth nor poverty can produce the downfall of the State. 
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BuRNHAM PuTNAM BeckwitH. Marginal-Cost Price-Output Control. 
A Critical History and a Restatement of the Theory. New York 1955. 
Columbia University Press. 291 p. $ 5.75. 


This highly provocative book is a study of what has usually been called the 
theory of marginal-cost pricing, which in brief is the theory that the optimum allo- 
cation of resources requires that all prices be made equal to marginal cost. This 
theory has had a long and chequered development to which a number of the out- 
standing names in economics have contributed, among them Pareto, Marshall, 
Pigou, Lerner, Hotelling, and more recently Meade, Coase, Dessus, and Boiteux. 
Beckwith’s contribution is to give us a full-length exposition of the theory and of its 
development, pitched at a level which should be readily accessible to all those with 
even the rudiments of economic training. 

The largest section of the book is devoted to a review of the development of the 
theory, beginning with Launhardt and Wicksell down to the more recent English 
writers. To many who are already familiar with the theory, this section will serve 
as a fairly satisfactory survey of the English literature of the field, due allowance 
being made for Beckwith’s tendency to emphasize the extent to which the various 
writers did or did not lead in the direction of his own particular version of the 
theory. Unfortunately, those not already acquainted with the theory may find this 
section hard going, and might do better to skip over and start with the next 
section, which deals with the application of the theory in the short run. Beckwith’s 
contribution here is his emphasis on the separation between the short run deci- 
sions as to current pricing or output with a given fixed capital and the long run 
decisions as to the proper level of capital equipment, to which he devotes another 
chapter. Also, as to the short run decisions, he makes it clear that there is often an 
option between controlling the price of a commodity and controlling the quantity 
directly, with the price being allowed to vary in consequence. The book winds up 
with some cursory comments on the implications of the theory for public finance, 
some applications in particular instances, and some rather sanguine assertions as 
to the beneficial effects to be obtained from following the prescribed policies. 

It is to be hoped that the very real merits of the propositions advanced by Beck- 
with will not be unduly beclouded by his rather provocative style and his tendency 
to oversimplify. For Beckwith, for example, there is only one relevant marginal 
cost, which is the short run marginal cost at the intensive margin: the short run and 
the long run are clearly distinguishable, as are fixed and variable costs, and prices 
should be free to fluctuate instantaneously. But thus is glossed over the whole 
problem of how much price fluctuation is desirable. If price is to be used to control 
output, presumably through its influence on demand, it must he knowr to the pur- 
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chasers far enough in advance to permit demand to be adjusted. If a manager is to 
make an intelligent decision as to where to locate a plant, he must be given some 
information as to the costs of transportation to and from the alternative locations 
for the entire period for which he is committing himself as to location; one can call 
this, if one likes, an expected average short run marginal cost, but I would be 
rather surprised if this doesn’t turn out to be something very close to the long 
run marginal cost that Mr. Beckwith wants to expunge from the economist’s 
lexicon. 

Another oversimplification concerns the fiscal question. Beckwith carries on 
much of the discussion as though he wanted to fix all prices exactly at marginal 
cost without concerning himself with how the resulting deficits are to be financed. 
To be sure, he does devote nine pages to a chapter on “‘ Methods of Financing 
Ideal Deficits” in which he touches lightly on the possible disincentive effects of 
income taxes, and even goes so far as to condone discriminatory pricing, of a kind 
which he at other points roundly condemns, as a means of permitting particular 
enterprises to make ends meet while still keeping prices close to marginal cost. 
The impression created is that only political perversity stands in the way of an 
almost complete application of marginal cost pricing, and there is no really ade- 
quate facing of the problems presented by further increases in tax rates, by the 
abrogation of the financial autonomy of publicly owned enterprises, or by the 
impact of such pricing on the income distribution. 

Another problem the difficulty of which is grossly underplayed is that of de- 
termining the level of investment, particularly where this involves “‘lumpiness”’ 
or some kind of major discontinuity in the economic structure. Beckwith writes as 
though the measurement of consumers’ surplus were a simple matter, and indeed 
reinforces this impression by carefully avoiding discussion of the problems of re- 
lated goods. For example, Beckwith would apply marginal cost pricing to books, 
motion pictures, and the like. In the case of books, no indication is given as to how, 
in practice, decisions are to be made as to what books are to be published and in 
what form, although we are somewhat gratuitously informed that the number of 
titles published under present arrangements is much too low, an assertion some- 
what at odds with what is suggested by the analyses offered by Chamberlain, 
Lerner and Singer. 

Perhaps this case illustrates better than any other the dangers of pushing the 
Marshallian apparatus of single commodity demand curves, with the associated 
consumer’s surplus, beyond the point where it is really relevant. Beckwith’s con- 
clusion would perhaps be warranted if we could think of each title as a separate 
commodity with no close substitutes and with a demand curve and consumer’s 
surplus unaffected by the prices of other books. It is by no means clear, for example, 
that the publication of another principles of economics text is worth while, even 
though it may be able to sell enough copies at the going price to cover the fixed 
costs and provide a fair royalty for the author besides: the preference of the readers 
for the new text over and above the old ones already available may be just barely 
perceptible, and far from enough to balance the make-ready costs. On the other 
hand a book like Beckwith’s, though of such narrow appeal that it could not 
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possibly be produced and sold at an overall profit, is nevertheless worth publishing 
because of the absence of close substitutes. 

Still another difficulty that runs through Beckwith’s treatment stems from his 
neglect of the fact that the loss caused by a deviation from optimum of any parti- 
cular output is generally proportional to the square of the deviation. Thus if for 
budgetary or other reasons the absolute optimum cannot be obtained, the losses 
will be minimized by spreading the deviations from optimum widely throughout 
the area affected by the restriction, rather than concentrating the deviations at 
particular points. While Beckwith is not too explicit on the point, he gives the 
general impression that there is an absolute hierarchy of points of adjustment, each 
one of which should be fully exploited before the next one is broached, and in parti- 
cular that the absolute equality between prices and short run marginal costs should 
remain inviolate as far as possible, optimal conditions at other points being 
sacrificed to this primary aim. Actually the closest approach to the optimal result 
is obtained by giving way slightly on all fronts at once, due regard being given to the 
differences in elasticities of demand, supply, and substitution involved. To be sure, 
a precise statement of the optimum conditions when budgetary restraints are 
imposed requires fairly involved mathematical treatment which in all but the 
simplest cases is quite difficult to translate into terms capable of practical everyday 
application, and Beckwith is perhaps well advised to stay out of this area. 

Interesting and provocative as this book is, one hesitates to recommend it for 
beginners in economics unless under circumstances where there will be an op- 
portunity for guidance with respect to some of the more dubious and misleading 
propositions. For those who are already skeptical of marginalist welfare economics, 
one hesitates again lest the dogmatic tone and over-simplification of the presenta- 
tion confirm them in their skepticism. But for those who already have an interest in 
marginal cost pricing, the book should provide a valuable summary of what has 
been done as well as many stimulating suggestions as to new approaches and 
further fields of application. 


Columbia University, New York WILLIAM VICKREY 


KENNETH E. Boutpinc. Economic Analysis. Third Edition. New York 
1955. Harper & Brothers. 925 S. $6.50. 


Gegeniiber der ersten und zweiten Auflage (1941 und 1948) des bekannten 
Lehrbuches enthalt die dritte Auflage wesentliche Anderungen und Erganzungen, 
die dem inzwischen erfolgten Fortschritt der 6konomischen Theorie Rechnung 
tragen. Das Werk behandelt den gesamten Stoff — Preistheorie, Geldtheorie, 
Konjunkturtheorie, Theorie des Volkseinkommens und der Beschaftigung — nach 
wie vor in vier Abschnitten: Angebot und Nachfrage (1), Makroédkonomie (1), 
Elemente der Marginalanalyse (m1), Fortgeschrittene Studien in der analytischen 
Technik (tv). Der 1. Teil ist im wesentlichen unverandert geblieben. Auch der 
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1v. Teil weicht nicht wesentlich von der Darstellung in den friiheren Auflagen ab. 
Die entscheidenden Neufassungen und Erweiterungen finden sich im 1. und 
mt. Teil. Der Verfasser hofft, dass der u. Teil nunmehr «has reached the level 
of maturity that demand and supply analysis has enjoyed for many years» (S. x1x). 
Die vom Verfasser gewahlte Form der Darstellung entspricht der, die heute iiber- 
all im akademischen Unterricht zur Anwendung kommt. Der dritte Teil behandelt 
die Marginalanalyse in ihren verschiedenen Anwendungsgebieten. 

Uber Einzelheiten im Aufbau und in der Art der Darstellung wird man immer 
streiten kénnen. Im iibrigen ist es unschwer méglich, die Reihenfolge einzelner 
Abschnitte im Unterricht zu andern. Was — wie in der Mehrzahl der amerika- 
nischen Lehrbiicher — fehlt, ist eine Behandlung des gesamten interdependenten 
Systems auf mikroédkonomischer Grundlage. Das Walrasianische Gleichungs- 
system sollte wenigstens in seinen Grundziigen auch in einem Lehrbuch er- 
értert werden. Von dieser Liicke abgesehen, erfiillt das Werk Bouldings alle An- 
forderungen, die an ein gutes Lehrbuch gestellt werden miissen. Es wird auch 
weiterhin zu den Standardwerken des akademischen Unterrichts geh6éren. 


Universitat Kiel (Deutschland ) ERICH SCHNEIDER 


W.H. B. Court. A Concise History of Britain from 1750 to Recent Times. 
Cambridge, England, 1954. Cambridge University Press. vi, 368 p. 


s. 21/-. 


So much research in modern British economic history is being done that every 
year some additions to our knowledge of the subject are being made. A time comes 
when existing general surveys are out of date and a fresh study is needed to bring 
together this new information and what was known by earlier generations. To 
attempt this is a formidable undertaking since the findings of many scholars have 
to be assimilated in the new work. The point of view of each generation of economic 
historians changes and the approach to the subject as well as the emphasis laid 
upon various topics is different from what it was thirty years ago. In 1928 C.R. Fay 
described in a single volume the economic and social development of Britain since 
the days of Adam Smith and there is now a need for a fresh survey and a new assess- 
ment of the factors that have influenced economic changes in Britain since 1750. 

Few scholars are better equipped than Professor Court to write such a book. 
The author is too modest in declining to claim either originality or finality for his 
work. Further research may change our views on some of the problems discussed, 
but this book will long have its place on the shelves of the general reader, the 
student and the professional economist. It is a worthy companion volume to 
Clapham’s survey which ends in 1750. 

Professor Court’s book is scholarly, readable and up to date. It embodies the 
results of researches not only of economic historians but also of statisticians. The 
author describes various phases of economic development and tries to assess the 
significance of the factors that have influenced these changes. He is not satisfied 
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with superficial explanations but digs more deeply below the surface than many 
other historians. Professor Court knows that man does not live by bread alone and 
that it is impossible to account for economic change purely in economic terms. He 
shows how religious, political and social factors have played their part in influ- 
encing the development of the industrial economy. The author does not hesitate 
to pass judgment on the actions of governments or social groups: his verdicts are 
fair and are based upon a sympathetic understanding of the issues involved. 

At one time the industrialisation of Britain appeared to be a unique develop- 
ment. Now it is appreciated that similar changes occurred on the Continent and 
elsewhere and that British economic history can be understood only in the light of 
events in other parts of the world. Professor Court draws some significant com- 
parisons between the economic evolution of Britain and of other industrial states. 

Professor Court’s space is not unlimited and much has been omitted. Details of 
technological progress and of the achievements of some of the great men in the 
world of industry and commerce have been sacrificed to make room for discussions 
on general trends. Reference may be made to some matters which require cor- 
rection or reconsideration in future editions. Stockport (p. 62 and 68) is inCheshire, 
not Lancashire; Oldknow’s cotton mill (p. 126) was in Derbyshire, not Lancashire; 
J. G. Bodmer (p. 143) was a Swiss, not a German; Robert Stevenson, not George 
Stephenson (p. 73) was Surveyor General of the Northern Lights in 1814; the 
Weaver navigation rather than the Grand Trunk Canal (p. 71) fostered the 
expansion of the Cheshire salt works; the first Oldham joint-stock companies 
(p. 173) were established in the late 1850s, not “‘after 1875”; while Engels’s Die 
Lage der arbeitenden Klasse in England (p. 236) appeared in 1845, not 1844. When 
discussing Britain’s industrial output Professor Court mentions the estimates 
given by Hoffmann in the Weltwirtschaftliches Archiv (1934): it would be better to 
refer readers to Hoffmann’s book on Wachstum und Wachstumsformen der englischen 
Industriewirtschaft (1940). There are references to Imlah’s studies of British foreign 
trade but none to Schlote’s pioneer work on British Overseas trade from 1700 to the 
1930s (German ed. 1938; English translation 1952). In giving Joseph Chamberlain 
the credit for encouraging local authorities to start public works to relieve unen- 
ployment in 1886 the author fails to mention that Charles Pelham Villiers had 
adopted a similar policy over twenty years before in the days of the cotton famine in 
Lancashire. Professor Court’s view that in the nineteenth century the State “chad 
no economic functions” does less than justice to the policy of successive British 
governments in Ireland. The improvement of the Shannon navigation and the 
varied activities of the Public Works Commissioners showed that English statesmen 
were no hidebound doctrinaires. Since a policy of laissez-faire was inappropriate 
when applied to Ireland a policy of capital investment was adopted. 

It is said that when a slow witted judge once declared “I have listened to you 
for half an hour but I am none the wiser”, Lord Birkenhead promptly replied: 
“But very much better informed, my lord.’’ Those who read Professor Court’s 
book with the care it deserves will be both wiser and better informed. 


University of Manchester (United Kingdom ) W. O. HENDERSON 
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Howarp G. Diessin. Agricultural Equipment Financing. Occasional 
Paper No. 50. National Bureau of Economic Research. New York 


1955. 107 p. 


A valuable and unique piece of research is embodied in the 100 odd pages. It is 
valuable in that it is the only current treatment on a nationwide level that presents 
the framework and the personality of the agricultural equipment segment of the 
short-term credit market. It is unique since its factual basis rests on the welding 
together of four contemporary empirical studies. 

Dr. Diesslin chose to develop his work through discussion of six major topics 
namely, (1) The Economic Basis of Farm Equipment Financing, (2) The Develop- 
ment of Facilities For Farm Equipment Financing, (3) The Present Market for 
Farm Equipment Credit and Its Distribution Among Credit Agencies, (4) 
Characteristics of Farm Equipment Credits, (5) Development of Credit Practices, 
and (6) Credit Experience. The discussion resulted from an analysis of nationwide 
empirical studies that were directed at the farm machinery and equipment credit 
picture as of 1947. The first of these surveys was an enumerative survey of farmers 
and was conducted by the former Bureau of Agricultural Economics. The second 
was a mailed questionnaire survey of Production Credit Associations. This was 
conducted by the National Bureau. The third, a survey of farm equipment 
retailers, was also a mailed questionnaire and conducted by the National Bureau. 
Of less magnitude but as necessary was the fourth survey of equipment manu- 
facturers. Similar surveys of other suppliers of credit would have added to the 
picture. 

Dr. Diesslin did not ignore other available data however, for he adapted some 
relevant results of the Federal Reserve—Federal Deposit Insurance Corporation 
Survey of Commercial Banks that was also conducted in 1947. 

In his opening chapter, the author points out that the percent of farm physical 
assets that were farm equipment and machinery rose from 4.6 in 1930 to 7.4 in 1940 
and to 15.8 percent in 1954. He attributes the greatest portion of this rise since 1910 
to the advent of tractor power. The farm equipment financing market is charac- 
terized as (1) a large number of small units, (2) slow rate of capital turnover, (3) 
income expectancy of potential borrowers subject to instability, (4) transfer of 
ownership necessarily intermingles the financial aspects of the business with that 
of the family household. 

During the period of development of facilities it was noted that after the 
establishment of the long line companies, manufacturers were the primary source 
of credit for retail dealers and that 39 percent of the dollar volume of all equipment 
financing for the 7 years 1935-1941 was provided by them. 

The trend toward local financing became obvious during and following World 
War ul. During this period country bankers in particular grew more willing to 
accept mechanical-powered equipment as loan security and their lending acti- 
vities in the field of farm equipment purchase financing increased correspondingly. 

The author estimates that for 1947 the total credit supplied for farm equipment 
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and machinery purchases was 400 million dollars; that new equipment accounted 
for 280 million and used equipment 120 million. These estimates were carefully 
determined by evaluating pertinent existing statistics of the Departments of 
Commerce and Agriculture, and although not conclusive are indisputable. This 
total credit volume is further broken down according to type of supplier by apply- 
ing the findings reported in the BAE study. 

Undoubtedly the portion of the paper of greatest interest to potential lenders 
is that on credit experience. The author admits the scantiness of data to portray 
this picture well. He does show the trend in notes past due as a percent of all 
purchaser notes held by reporting farm equipment manufacturers to have 
decreased generally from a high of approximately 37 percent in 1935 to .2 percent 
in 1948. This, the author significantly correlates inversely with the trend in net 
farm income. 

To this reviewer the part of the paper that makes the greatest contribution is 
the discussion of the development of credit practices; for with the other portions 
of the paper as supporting detail, it provides the basis for future policy of those 
interested in supplying credit for farm machinery and equipment financing. The 
author summarizes this subject as follows “‘Contract lengths since the turn of 
the century have pretty steadily been shortened, and the recent shift to new credit 
sources, with commercial banks the chief supplier, seems to work in the same 
direction. Down payment requirements, often very lenient in the period of manu- 
facturer—supplied credit, are still generally low when compared, for instance, 
with those for consumer durables. Provision for time payments, and especially 
for irregularly timed instalments conforming to income flow in particular types of 
farming, is less frequent than when manufacturers were the chief credit source. 
Effective interest rates, apparently, are lower”’. 

One might level a criticism at the length of time required to process and publish 
the findings—eight years following the year in which the basic data were collected. 
However Professor Saulnier’s introduction bridges the gap as well as suggests the 
potentialities of the farm equipment financing market. Nevertheless, this is a basic 
piece of research—one that future students in the field will find to be an essential 
bench mark. 


Rural Electrification Administration, RicHARD G. ScumIrTT, Jr. 
United States Department of Agriculture, 
Washington, D.C. (U.S.A.) 
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WALTER EuckeEn. Kapitaltheoretische Untersuchungen. 2"4 ed. Tiibingen 
and Ziirich 1954. J.C. B. Mohr (Paul Siebeck)/Polygraphischer 
Verlag. xxvu, 336 p. Cloth sFr. 24.70. 


This is a thought-provoking book. It contains a condensed version of Eucken’s 
method and of his theory of capital. The reader can trace the development of 
Eucken’s way of thinking, because not only the earlier work on capital but also 
the later essays on the same subject are here reprinted. As an introduction, Friedrich 
Lutz has written a lucid history of the capital concept since Eugen von Béhm- 
Bawerk. 

Although I am very much impressed by Eucken’s ingenuity and subtilty, Iam 
still somewhat sceptical about the validity of his findings. Eucken tries to reformu- 
late the roundabout production theory in three ways: he gives a general 
defense of the time-consuming production concept; he proposes a new yardstick 
for the production period; and he reformulates the theory of interest. I doubt 
that even this brilliant defense will decrease the ranks of doubting Thomases, 
who since the days of B6hm-Bawerk, fought against the roundabout production 
concept. 

And yet Eucken’s main arguments sound plausible enough: The traditional 
division into three factors of production, labor, land and produced factors of 
production, so Bbhm-Bawerk and Eucken claim, is not acceptable. The third 
factor of production, capital, not an independent item, is nothing but a combina- 
tion of the two original factors, labor and land. Therefore, one cannot pay wages 
for labor and rent for land and again interest for the same factors (Eucken, 
P- 54; 55). We have to admit that this critical argument still sounds good. Modern 
economists of the Keynesian or the neoclassical school have neglected this logical 
impasse. Capital theory in general, especially the theory of real capital, is still a 
rather ramshackled construction. 

The other argument sounds even better. The setting up of modern plants costs 
time. A textile mill, a blast furnace, an electrical power plant cannot be established 
in a second. 

But from here on Eucken can be followed only with critical caution. That 
production is time consuming does not necessarily imply that the theory of round- 
about production is correct. According to Bbhm-Bawerk, Hayek and Eucken, this 
production theory contains several assumptions besides the time element. First: an 
increase of intermediate production, i.e., machinery in relation to labor and land 
leads to the lengthening of the time period. Second: the longer the time interval is 
the more will be produced. Generally, with the lengthening of the period the 
product increases only in a decreasing amount. Both assumptions have been 
attacked. Eucken is very well aware of it (p. 213 ff.). 

Yet Eucken defends the two assumptions by calling as witness the experiences 
of everyday life. I do not think that we can make any statement here which is 
backed merely by common sense. The engineer, not the layman and not the 
economists, has the last word in deciding about the validity of such assumptions. 
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My own small knowledge of technology, reinforced by an extended visit of the 
American steel industry, tells me that at the same time many different methods of 
production for the same purpose are used; that not always the newer technological 
methods but the older methods use longer production periods; and that the more 
time-consuming ways of production are often those which are less efficient. One 
can pile up technological observations for and against the two pillars of the round- 
about production theory. 

If all is said and done, the fact remains that production is time consuming. 
How much time is consumed, interests defenders and opponents of the roundabout 
production theory alike. Production periods in modern economic systems (Robert- 
son, Kalecki, Stockholm theory) are not so defined that a definite number of days 
or months can be apportioned to one period. 

Eugen von Béhm-Bawerk was not more successful than modern authors. His 
roundabout production starts with Adam and Eve, and ends nowhere. Eucken sees 
the mistake of his forerunner and tries to introduce a better yardstick. If we follow 
Béhm-Bawerk, so Eucken writes (p. 196, 205), then the work of a Roman minex 
from the year 400 B.c. must still be accounted for with an infinitesimal amount 
in modern production. This is obviously an impractical form of calculation and 
results in one single period of infinite length. Instead of this figuring with infinite 
small quantities Eucken, following Steindl, introduces the back transfer (Riick- 
versetzung). A given amount of means of production will not mature into finished 
consumer goods but will be taken out from this maturing process and siphoned 
into the production of producer goods. A hot rolled plate of steel will not be trans- 
ferred to the production of passenger cars (consumer goods) but will be used for 
the sheathing of blast furnaces. Now, so Eucker: claims, an exact yardstick for the 
length of the maturing process has been found. The period lasts from the moment 
of back transfer to the time in which the reshifted means of production have ripened 
into finished consumer goods. 

Yet Eucken’s interesting reform does not shorten considerably B6hm-Bawerk’s 
infinite period of production. It makes it only more complicated. Take a pair of 
shoes. Eucken claims that the production period of these shoes starts when means 
of production and labor immediately take the direction toward production of this 
pair of shoes (p.235). Where does this period start, when pig iron is allocated for 
the production of a shoe machine, when leather is earmarked for the process, when 
a new factory hall is designated for the eniarged shoe production. The use of the 
average does not help either. From where do you take the average? I am awfully 
sorry, but I think all these speculations are fallacious, because the economist 
philosophies about technology and does not analyze economic problems. 

We come somewhat nearer to genuine economic problems in Eucken’s ex- 
planation of the interest rate. Here he does not deviate much from results obtained 
in other economic systems. Eucken discards the B6hm-Bawerkian discount theory. 
Instead of it he presents a blend of productivity and consumption funds theory. 
In a neoclassical vein he starts with saving; saving leads to the accumulation of 
disposable funds of consumer goods. The greater the funds of censumer goods, 
the longer can be the time period of production. In the equilibrium the surplus 
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product of the additional period of produciion is equal to the interest which is paid 
for the transfer of an added amount of saved consumer goods. 

This is only the skeleton of his theory; already in his original essay and still 
more in his later papers, Eucken adds a number of variations which gives his 
explanation of interest a less rigid character and a more modern slant. He intro- 
duces forced saving and hoarding, i.e., he knows that capital supply and saving 
are not identical in modern economics. In his last paper Eucken goes even farther: 
he reduces the significance of the interest rate; the rate does not regulate the length 
of production period (p. 306) ; it is true, so he writes, that a lower interest rate may 
increase investment (Eucken’s back transfer), but price expectations are more 
essential than rates for the establishment of new production. Besides changes of 
the capital price have no influence on the quantity of new investments. One new 
investment may even have an “accelerator” effect (Eucken does not use this 
expression) on the other productions. A greater demand for foundries, so he writes, 
may lead to an increase of blast furnaces, cokeries, and rolling mills. It is to be 
regretted that Eucken could not develop in detail the ideas on interest which he 
only sketched in his last paper. His remarks on interest are the most valuable 
part of his book. The other sections of this publication show quite clearly the 
empty spots in modern capital discussion, but I doubt that Eucken has really 
filled these vacant spaces with a theory which will be accepted by a majority 
of economists. 


Illinois Wesleyan University, Emit KAuDER 
Bloomington, Illinois (U.S.A.) 


Maxime GiansporrF. Théorie générale de la valeur et ses applications en 
esthétique et en économie. Institut de Sociologie Solvay (Collection de 
Sociologie générale et de Philosophie). Bruxelles 1954. Les Editions 
du Parthenon. 327 p. 


La théorie générale de la valeur est souvent négligée a l’heure actuelle par les 
économistes, qui préférent s’en tenir 4 des questions plus concrétes et plus spéciales. 
M. Glansdorff, au contraire, conformément aux tendances générales du mouve- 
ment moderne de psychologie économique dont il partage les idées, croit qu’il 
convient de repenser les fondements de la science économique, au moment ou 
celle-ci est en pleine évolution. I] formule dans l’avertissement qui précéde son 
ouvrage une double exigence de rigueur scientifique et de large esprit de synthése, 
qui caractérise également son orientation méthodologique. 

Le livre comporte trois grandes subdivisions (si nous nous en tenons plus au 
plan général, qu’aux divisions formelles en titres et chapitres): Dans la premiére 
partie l’auteur donne une théorie synthétique de la valeur qui dépasse largement 
le champ de I’économie politique. Dans la seconde il applique ses principes au do- 
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maine de l’esthétique,et, de fagon plus bréve, a la morale; enfin une derniére 
partie, qui comprend presque la moitié de l’ouvrage, aborde le probléme de la 
valeur en économie politique. 

La question générale de la valeur est traitée 4 la lumiére des principes de la 
psychophysiologie moderne. La structure du cerveau et du systéme nerveux 
explique le caractére a la fois affectif et intellectuel de l’évaluation. L’hérédité et 
P’éducation créent dans l’esprit humain des structures mentales bien définies, qui 
comportent ainsi un systéme d’évaluation latent. Des événements d’ordre divers, 
que l’auteur appelle des «incidentes», vont provoquer des «désadaptations» et 
contraindre l’individu 4 prendre conscience de ses valeurs. La valeur est donc 
«Pétat d’éveil intégral de la conscience». La théorie de la valeur «n’est qu’une 
partie de la théorie biologique de l’adaptation, celle qui traite de l’activité psy- 
chique». 

La seconde partie qui se rapporte aux tendances esthétiques et morales permet 
a lauteur d’illustrer ses théses fondamentales par des considérations historiques 
sur les civilisations du passé, et comporte des rapprochements intéressants entre les 
cultures de |’Inde, de l’Egypte, de la Chine et celles du monde Greco-Latin. 

Les développements économiques, enfin, comprennent d’abord une critique 
des anciennes conceptions de la valeur, des idées classiques jusqu’au néo-margi- 
nalisme. Ces conceptions sont repoussées, pour la plupart, comme trop monistes, 
trop peu psychologiques, trop éloignées de l’observation scientifique. M. Glans- 
dorff procéde ensuite a l’élaboration d’une théorie constructive. Cette théorie 
repose sur |’évolution des psychologies individuelles: tant6t les tendances pro- 
fondes rencontrent des «incidentes positives» et favorables (physiologiques, 
psychologiques, sociologiques ou tenant au milieu matériel) et la valeur est en 
croissance, tant6t ces tendances sont découragées (ou assoupies) par des «inci- 
dentes négatives», par exemple une baisse de qualité détermine des impressions 
défavorables. La courbe de la valeur momentanée oscille donc, semble-t-il, autour 
d’une valeur plus stable déterminée par les attitudes profondes. Tous les facteurs 
objectifs et subjectifs évoquées par les théories du passé peuvent agir sur la valeur 
a travers la psychologie des sujets économiques, si bien qu’en définitive c’est le méca- 
nisme des opinions des intéressés qu’il faut étudier, et sur ce point, l’auteur rejoint 
les idées essentielles des économistes psychologues sur la valeur. D’autres questions, 
comme celles des comportements rationnels et irrationnels, des rapports de domi- 
nation, des seuils, sont traitées dans le méme esprit. 

On le voit, ’ouvrage que nous analysons a le grand mérite de faire penser. 
Certes il pourra parfois surprendre le lecteur non averti par le vocabulaire spécial 
qui est utilisé, sans excés, toutefois, pour désigner certaines notions, mais il enrichira 
ses connaissances et stimulera son gout des questions économiques. 


Université de Strasbourg (France) P.L. REYNAUD 
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International Economic Papers, No.4. (Translations Prepared for the 
International Economic Association.) Edited by A. T. Peacock, 
Ralph Turvey, W. F. Stolper, and Elizabeth Henderson. London: 
Macmillan and Company, Ltd., and New York: The Macmillan 


Co., 1954. 229 p.s. 15/-. 


Every reviewer of a Festschrift, or similar collection of essays by unrelated 
authors on miscellaneous topics, is familiar with the problem faced here. The 
present reviewer’s solution, in the case of International Economic Papers, No. 3 (see 
Kyklos, vt, 1954, No. 3), was to devote most of the available space to the one 
clearly outstanding essay, with only a sentence or two for each of the others. The 
fourth IEP collection, here under review, contains no single outstanding essay. 
Yet a short paragraph for each contribution is too long to be pithily impressio- 
nistic, too short to convey any real substance. However, now that the reader under- 
stands that the reviewer is aware of the limitations of his medium, no more space 
will be wasted on preliminaries. 

The first paper is ScHUMPETER’s “ The Crisis of the Tax State”’, a 1918 pamphlet 
on the anticipated postwar financial problems of Austria. His political program 
is (1) a capital levy to liquidate the heritage of inflationary war finance, and (2) 
the harnessing of private self-interest to achieve reconversion and reconstruction. 
But in the process, he ranges far and wide over large areas of economic history, 
political theory, and social psychology, brilliantly displaying his vast erudition, 
his literary virtuosity, and his penetrating observation of his world and his times. 
Every Schumpeterian will consider this reprint a great “‘find’’. A surprise to the 
present reviewer was the appearance not only of the familiar view as to the in- 
evitability of Socialism, but also of the sugges ion that such a development—when 
it came, at its proper time—would not be entirely unwelcome. Surely Schumpeter 
was not here merely playing upon the prejudices of his audience; he shows his 
familiar contempt for demagogy: “‘ There remains”’, he says, “‘free competition 
at least in slogans: the cheapest wins”’. 

The second essay, “‘ The Static Supply Curve’’, is the translation from Italian 
of a 1930 article by Lutc1 Amoroso. It is a model of clarity and effectiveness in the 
application of relatively simple mathematics to price theory. From the standpoint 
of one familiar with the literature (in English) on the questions he treats, this 
offers nothing new; indeed, the treatment of the duopoly problem is quite in- 
complete. However, the student of the history of ideas will doubtless find this 
article of interest, as representing another strand in the evolution of economic 
analysis concerning the nature of competition, and the presence of elements of 
imperfection of competition. 

The third item is a translation of J. M. Keynes’ brief Preface to the French 
edition (1939) of his General Theory. To this reviewer its principal interest lies in 
Keynes’ apology for the controversial and one-sided tone of the General Theory, and 
his confession that he had exaggerated the extent of his break with his prede- 
cessors. It also shows that Keynes had still not understood that the existence of a 
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definitional equality between amounts saved and invested did not preclude a role 
for the rate of interest in bringing desired saving and investment into equality. 

The next article is a longish study of ‘‘ Wage-Fixing According to the Price 
Index’”’, by JORGEN PepeERsEN. This was originally prepared as an appendix to the 
report (in 1952) of a committee of experts to advise the Danish Minister of Finance. 
Part 1 deals with theory and Part 1m with “practical considerations’. In the 
reviewer’s judgment, the theoretical part is, on the whole, competently handled, 
although the author carelessly identifies real wage rate, real wage income, and 
real per capita consumption. The three certainly need not, and do not, always 
move together. However, the most notable difficulty, both in the theoretical and 
‘* practical” parts of the essay, is the author’s failure to make up his mind as to 
the alternative with which he does or should compare the tying of wages to the 
cost-of-living. Are the social and economic institutions and pressures such that 
under inflationary conditions wage rates would otherwise tend to rise more rapidly 
than the cost of living, or less rapidly? Does the tie to the price index operate as a 
ceiling or as a floor on wages? A brake or an accelerator? Despite this handicap, 
there is much solid analysis and wise counsel in these pages. They should be of 
particular interest to students of stabilization in the United States, where consi- 
derations of import and export price levels have never had to figure significantly in 
the strategy of stabilization policy. 

‘* Inflation as the Monetary Consequence of the Behavior of Social Groups”? is 
another recent paper inspired by the post-war concern with rising prices. This 
is by Henrr AujAc and first appeared in 1950. The reviewer had no difficulty in 
accepting the premise implied by the title, and was encouraged by the early pages 
to anticipate a more searching analysis than that to which we are accustomed, 
based on social psychology and an analysis of social institutions. The results were 
very disappointing; no new conclusions or even concepts emerge from the author’s 
novel point of departure, and the familiar ideas are handled in a crude and dis- 
appointing manner. Although the results are thus negative, the effort was surely 
worth while, and may inspire further work based on the author’s premises. 

The paper by the Brazilian economist CeLso Furrapo, “Capital Formation 
and Economic Development’’, takes off from Nurkse’s recent book on this subject. 
The quality of the analysis is high, displaying theoretical sophistication and rea- 
listic appreciation of practical problems. One may not accept all of Mr. Furtado’s 
argument; yet one will find the paper intelligent and stimulating. It encourages 
one greatly as to the progress of economic science in Latin America. 

The impression created by OskAR LANGE’s paper, “‘ The Economic Laws of 
Socialist Society in the Light of Joseph Stalin’s Last Work”’, is one of tragedy: the 
tragedy of a first-rate, once-independent and creative intellect harnessed to the 
reverent expounding of a received—or rather revealed—doctrine. Its scholarship 
consists of the pasting together, with many low bows, of quotations from the works 
of the greater and lesser high priests of the revelation. The problem, if any, is to 
perceive, or pretend to perceive, a unity from among all these ideas. As in some 
other essentially religious writing, the worst of contradictions is made into a unity 
by calling it paradox. You see how clever it is, and how really profound, for our 
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leaders to recognize that not only is white white, but black is white, too. Praise be 
to Marx, Engels, Lenin, and Stalin! Amen. 

If the party-line has not changed since 1953, one finds here some interesting 
hints as to the future directions of economic policy in USSR and in the People’s 
Democracies. This reviewer is not competent to assess the precise extent to which 
these implied directions represent (a) a change from earlier policies; or (b) the 
policies now being followed. 

Are there also present some carefully-disguised remnants of the old economist 
trying to do some teaching through the facade of this ritualistic worship? E.g., that 
the “law of value”’ does still operate in the socialist (i.e., post-capitalist but pre- 
communist) stage of society, and that it can be neglected only with peril? Pro- 
bably not. 

Jouan Akerman has himself translated into English his ‘‘ Economic Plans and 
Causal Analysis”. This reviewer has to confess some puzzlement as to what 
Akerman is up to in this essay. Has the translator really done justice to the author? 
Most of the concepts seem quite strange and unrecognizable; yet occasionally one 
senses a familiar concept behind one of these strange faces. In view of his basic 
puzzlement as to what Akerman is really talking about here, the reviewer will 
leave the «sszy to those more familiar with the literature of the Swedish School. 

The timal assay, “The Acceleration Principal and the Propensity to Import’”’, 
by Hersyaxt Grerscu, first appeared in Weltwirtschaftliches Archiv, 1953. The 
first impression is one of great competence in the formal manipulation of modern 
concepts. But as the argument develops one appreciates that the problem has 
real substance. This paper reveals its author as a most promising representative 
of the post-war group of young German economists, whose work is now be- 
ginning to appear. The student of international economics—and particularly of 
the international spread of business cycles—will find this paper most valuable. 

Does this volume (and its predecessors) justify its subsidy by uNEsco? This 
reviewer’s judgment is a cautious affirmative. The literature in English is so large 
that few Americans, at least, trouble to dig out works even in the more accessible 
French and German. This is surely a pity. It is somewhat unfortunate that the 
editors feel required to give more-or-less equal geographical representation. 
Although, with a few exceptions, this has not so far been a serious drawback, 
it doubtless will become one if many more issues are to appear. On the whole, 
however, the editors are to be commended for their selections, and the translators 
for their skill. . 


University of Michigan, GARDNER ACKLEY 
Ann Arbor, Mich. (U.S. A.) 
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Jean Lasasse. Les capitaux et la région. Etude géographique: Essai 
sur le commerce et la circulation des capitaux dans la région lyon- 
naise. (Cahiers de la Fondation nationale des sciences politiques, 
n° 6g.) Paris 1955. Armand Colin. 572 p. ffr. 1800. 


Les activités de homme s’insérent naturellement dans le cadre ou elles 
s’exercent et, comme dans une économie d’échange, tout se termine, suivant 
l’étymologie méme, par une opération financiére, il est tentant de retrouver et de 
retracer les particularités du cadre et du milieu par l’analyse de ces opérations 
financiéres. Cette démarche et cette construction logique, M. Labasse s’est efforcé 
de l’appliquer a ce qu’on appelle la région lyonnaise, car plus ou moins dominée 
par l’influence de Lycn. 

Cette étude est vaste et riche, souvent ingénieuse, parfois originale; mais les 
réserves dont l’auteur prudemment l’entoure semblent parfaitement justifiées, 
car elle se heurte a de grosses difficultés de principe et de fait. Les deux éléments 
que I’étude tend a rapprocher sont également fuyants et insaisissables. La région 
est une notion susceptible de tant de définitions, de multiples frontiéres toutes 
différentes les unes des autres (diffusion du journal, trafic postal, téléphonique, 
services divers) et qui d’ ailleurs fluctuent dans le temps que certains économistes 
l’écartent délibérément comme artificielle et inutile. Quant au commerce et a la 
circulation de l’argent — et non des capitaux comme le laisserait croire le titre 
assez impropre du livre — ils tendent, grace au développement de la monnaie 
scripturale, a étre de plus en plus «désincarnés» (p. 340), hors de l’espace. 

Dans une premiére partie, l’auteur décrit, d’un point de vue de géographe, le 
développement et l’implantation des banques dans les diverses parties de la région. 
Il y a la une suite de croquis fort révélateurs de la variété des activités et des tem- 
péraments dans certains endroits a l’intérieur d’une région. La deuxiéme partie, 
plus économique, s’attache a décrire l’importance des villes de la région, leurs 
relations avec la métropole lyonnaise dégagées d’aprés les courants et les mouve- 
ments d’affaires a l’intérieur et a l’extérieur de la région, la capacité de placement, 
les investissements. L’auteur, banquier de métier, géographe par gout a eu de ce 
fait accés a certaines sources et a réussi dans un milieu généralement discret et 
fermé, a effectuer des sondages et a faire dresser des statistiques qu’un chercheur 
moins bien placé n’aurait pu obtenir. 

Malheureusement les renseignements sont encore partiels et les statistiques, 
dont les modes d’établissement ne sont pas toujours indiqués, sont souvent in- 
complétes. Dans une matiére aussi fuyante oir les multiples et interchangeables 
canaux des transactions et du crédit se prétent mal 4 un dénombrement, |’auteur 
nous donne des indications précieuses. Des chiffres qui se prétendraient précis 
risqueraient fort d’étre erronés et de plus, ne portant que sur un an ou deux, ne 
donnerait que l’image d’une économie statique. Or «se manifeste, au détriment 
des métropoles régionales, une tension... dont les deux péles seraient la centralisa- 
tion au bénéfice de la capitale et le renforcement autonome des faibles unités 
urbaines, mieux outillées qu’autrefois pour satisfaire sur place leurs besoins cou- 
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rants». Une métropole régionale tend surtout 4 étre dispensatrice de services dont 
les forces diverses de rayonnement sont en continuelle variation. 

La structure bancaire dans une région est d’ailleurs en retard sur |’évolution 
de la région, car la banque suit le mouvement des échanges et ne saurait le pré- 
céder. De plus le développement relativement récent des organismes parabancaires 
(chéques postaux, établissements semi-publics de crédit) tend a atténuer l’in- 
fluence des banques ordinaires, quoiqu’elles soient moins spécialisées que le 
contréle le laisserait eroire. Surtout il n’y a rien de plus dématérialisé, de plus 
évanescent que la: | «...aie scripturale; une marchandise expédiée du point A a B 
peut faire l’objet d’un réglement en une localité C; l’épargne d’un individu vivant 
en A et tirant son revenu d’une activité se déployant en B peut apparaitre comme 
dépét en C, se placer en D pour étre investie en E. I] est bien difficile d’appréhender 
cette opération au passage et arbitraire de l’épingler au sol ici plutét que la. 
L’histoire, les institutions, la psychologie jouent souvent un réle bien plus impor- 
tant dans la formation d’un réseau bancaire et la circulation monétaire que la 
géographie. 

L’ouvrage soutient en divers passages que des régions pourtant formatrices 
d’épargnes éprouvent parfois des difficultés pour se procurer les crédits et les 
capitaux nécessaires 4 leur développement, car les siéges sociaux des banques 
drainent vers Paris les épargnes des départements. C’est toute la question de 
l’allocation rationnelle des ressources dans un territoire déterminé qui est posée 
et il n’est pas du tout certain que la centralisation ne conduise pas a des gaspillages 
de forces. Il est d’ailleurs trés difficile de mesurer exactement les flux monétaires, 
les courants commerciaux ou de placement; on ne peut guére espérer en pareille 
matiére que des approximations qui permettent d’éviter des erreurs trop gros- 
siéres dans une politique a court et 4 moyen terme d’aménagement du térritoire. 


Université de Lyon (France ) F. TREvoux 


AnDRE Marcua.. Méthode scientifique et science économique, tome 1: Le 
conflit traditionnel des méthodes et son renouvellement; tome u: Problémes 
actuels de l’analyse économique — Ses approches fondamentales. Paris 1952 et 
1955- Librairie de Médicis. 280 et 316 p. ffr. goo et 1500. 


Dans cet important ouvrage dont un troisiéme tome reste a paraitre, M. André 
Marchal entreprend d’élucider les querelles de méthodes, toujours pendantes 
entre économistes, mais qui, nous dit-il, ne font que refléter une crise commune 
a toutes les sciences. Cette crise, il s’efforcera de la dénouer, pour la science écono- 
mique, en maintenant fermement deux exigences fondamentales: l’exigence ré- 
aliste et l’exigence scientifique. La premiére ne lui parait pouvoir étre satisfaite 
qu’en réintégrant la science économique parmi les autres sciences sociales. Sur 
ce point, son ouvrage abonde en déclarations qui ne peuvent que réjouir le coeur 
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d’un sociologue: «Si l’économie politique s’obstine, écrit-il, 4 s’enfermer dans 
sa tour d’ivoire et 4 revendiquer son autonomie, elle se voue inéluctablement 4 la 
stérilité», car «les facteurs sociologiques ne sont pas seulement des cadres de 
l’activité économique, ils en sont l’essence méme». Ceci 4 condition, bien entendu 
que la sociologie elle-méme «s’oriente vers le concret» et qu’elle soit, non pas une 
sociologie générale « vidée de toute substance » et se réduisant 4 «un pur verbalisme», 
mais bien «la synthése des sciences sociales particuliéres », notamment de I’éco- 
nomie (I, p. 32-33). Voila pour les sociologues, qui, osons |’espérer, entendront 
cet avertissement salutaire! Et voici pour les économistes: «L’adoption d’une 
conception sociologique (de la science économique) analogue a celle que défendait 
Aug. Comte... s’impose avec une évidence aveuglante» (1, p. 108-109). 

Le premier volume, paru il y a trois ans, concluait a la nécessité de combiner 
la méthode abstraite et déductive des classiques avec la méthode concréte et 
inductive de l’école historique. L’école psychologique n’avait trouvé entre les 
deux tendances qu’une conciliation toute formelle par la délimitation, en partie 
arbitraire, entre économie pure et économie appliquée. Marx avait, un instant, 
vivifié la méthode; mais ses disciples ont laiss¢ sa doctrine se scléroser en une théorie 
étroitement économique de l’histoire. Le conflit traditionnel s’est renouvelé sous 
forme d’une opposition entre l’école mathématique et les tendances concrétes de 
linstitutionnalisme américain, de l’école sociologique francaise et des écono- 
mistes sociologues comme Lucien Brocard. Sociologie et histoire se sont cependant 
rapprochées, chez Simiand d’abord, puis chez Marc Bloch, Lucien Febvre et le 
groupe des Annales. D’autre part, la statistique a pénétré dans les méthodes d’ob- 
servation. Le premier volume se terminait en montrant comment méthodes 
abstraites et concrétes se combinent aujourd’hui chez Nogaro, Aftalion, Sauvy 
et chez les économétres. 

Le second volume, récemment paru, étudie les approches fondamentales de 
l’analyse économique. La réalité économique ne comprend pas seulement des in- 
dividus, mais aussi des groupes sociaux: « L” économie moderne est une économie 
de masse» (11, p. 24). D’ow la nécessité d’une analyse macroéconomique tenant 
compte de la complexité des mobiles de l’homme en société, suivant qu’il est 
entrepreneur ou ouvrier, consommateur ou épargnant, etc. L’Auteur note ici 
les apports de Keynes et les analyses sociologiques de Jean Marchal, d’Henri Aujac 
et de Johan Akerman. Le probléme difficile est celui du passage de l’analyse micro- 
économique a l’analyse macroéconomique: les uns ne veulent voir que l’individu, 
les autres que le groupe. Mais les deux points de vue sont complémentaires, et 
le recours a l’analyse macroéconomique n’exclut pas l’analyse subjective et quali- 
tative: « Le quantitatif n’épuise pas l’humain», disait Keynes. Seule une attitude 
de synthése peut résoudre la question. 

L’approche économique doit étre dynamique en méme temps que macro- 
économique: car la réalité ignore l’équilibre (on pourrait rappeler le mot de 
Simiand selon lequel la vie sociale est « une succession de déséquilibres»). L’Auteur 
insiste ici, de fagon tout a fait intéressante, sur la réhabilitation de la notion de 
cause et surtout sur la réintroduction du temps dans la dynamique moderne. Cette 
dynamique autonome, construite directement, doit s’entendre a la fois comme 
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dynamique «dans le systtme», dynamique de courte période, qui a pour objet 
les mouvements résultant des tensions structurelles, et comme dynamique «du 
systéme», dynamique de longue période, étudiant les mouvements d’adaptations 
structurelles. M. André Marchal définit la structure comme «les éléments d’un 
ensemble économique qui, au cours d’une période déterminée, apparaissent 
comme relativement stables les uns par rapport aux autres». Quant au systéme, 
c’est «un complexe cohérent de structures». Un méme systéme, le capitalisme 
par exemple ou |’économie dirigée, est compatible avec plusieurs types de struc- 
tures: politiques, sociales, techniques et méme mentales. Pour la synthése de la 
courte et de la longue période, il faut tenir compte, en méme temps que de la 
plasticité des structures, du temps d’opération ou «délai nécessaire a la prise de 
conscience», a la réflexion sur les causes des résultats obtenus, délai qui, selon l’Au- 
teur, caractérise précisément la longue période. 

En conclusion, M. André Marchal rappelle que l’abstraction demeure in- 
dispensable, a condition de ne pas altérer profondément la réalité. Elle peut méme 
procéder par espéces de faits (et non seulement par ensembles de faits, comme le 
voulait R. Maunier) pourvu qu’elle soit dirigée par une théorie, par une concep- 
tion d’ensemble de l’activité économique. Quelle théorie? Le schéma de 
Keynes, «bien qu’insuffisant du point de vue de l’analyse sociologique», a les 
préférences de |’Auteur, surtout parce que c’est un schéma «ouvert», dont la 
simplicité méme permet Il’enrichissement. La pensée économique moderne peut 
ainsi user de modéles «alternatifs», ce qui n’entrainera ni morcellement ni dis- 
solution de la science. Car, au lieu d’aller d’une «économie fondamentale» a la 
réalité, celle-ci ira désormais de bas en haut, de la réalité 4 une «économie fonda- 
mentale», ce qui lui permettra de satisfaire 4 la double exigence indiquée au début, 
d’étre a la fois réaliste et scientifique. C’est a la technique de cette analyse que sera 
consacré le tome mI. 


Institut frangais de Sociologie, Paris A. CuvILLiER 


Kurt B. Mayer. Class and Society. Doubleday Short Studies in 
Sociology. Garden City, N. Y., 1955. 88 S. 


In der von der Firma Doubleday & Co. herausgegebenen Serie von. kurzen 
Studien zur Soziologie hat Kurt B. Mayer, Professor an der Brown University, 
ein Heft veréffentlicht, das als Textbuch vorwiegend fiir amerikanische Studieren- 
de bestimmt ist. Es scheint mir aber auch fiir Europaer, Dozenten, Studenten und 
einen weiten Leserkreis, geeignet zu sein, weil es nicht nur im ersten Teil in ge- 
falliger, klarer Darstellung die Theorie der sozialen Klassen kurz behandelt, 
sondern weil der zweite Teil (von Kapitel rv an) die Problematik der Gesellschafts- 
schichtung in Amerika recht anschaulich, gestiitzt auf lehrreiche Statistiken und 
Befragungen, vortragt und dabei das Wesentliche gut herausgearbeitet hat. 
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Der Verfasser will den Studenten, die heute so umfangreiches « Reszarch»- 
Material iiber die Schichtung der Gesellschaft (social stratification) erhalten, aber 
darunter leiden, dass sie einem Chaos von unzusammenhangenden Beschreibungen 
und einem hohen Grade von Begriffsverwirrung gegeniiberstehen, eine tragbare 
theoretische Basis geben. Er méchte seinen jungen Landsleuten zeigen, wieviel 
auch an ihren privatesten Betatigungen von ihrer Klassenlage abhanet. 

Gut und klar ist die Unterscheidung der biologischen von der soziologischen 
Schichtenbildung. Es handle sich bei der zweitgenannten nicht um « patterns», die 
auf Vererbungsgesetzen beruhten, sondern um Erzeugnisse der Kultur. Sie 
schaffe abgestufte Bewertungen der Menschen und fiihre durch sie zu verschie- 
denen Machtlagen. Etwa Starke oder Altersweisheit schiife sich auch Respekt und 
Vorrecht; aber dieses Prestige sei voriibergehend und persénlich; es werde da- 
durch kein dauernder Vorrang geschaffen. Fortdauer sei ein wichtiges Merkmal 
sozialer Schichtenbildung. Diese entwickle sich meist erst in grésseren Gebilden 
und beim Ausbau einer wirtschaftlichen Organisation; primitive Stamme kenn- 
ten sie noch nicht. Hierzu wird man aber wohl sagen miissen, dass das nur fiir 
rassisch einheitliche und abseits lebende Horden gilt; sobald ein Stamm Eroberer 
und Unterworfene umfasst, ist die Schichtenbildung alsbald sein Hauptmerkmal. 

Gern begriisse ich Mayers Abgrenzung und Definition der Klasse, weil er, 
ohne meine Versuche zu kennen, endlich mit der zu weiten Dehnung dieses Be- 
griffs gleich Gesellschaftsschicht schlechtweg bricht, worum ich mich schon so 
lange bemiihe. Auch ihm sind Klassen Aggregate von Personen und Familien in 
ahnlicher wirtschaftlicher Lage (S. 23). Ungefahre Gleichheit bzw. Ungleichheit 
des Einkommens seien im Unterschiede zu Stand und Elite die Grundlage der 
gesellschaftlichen Klasse. Weiterhin betont er (wieder in Ubereinstimmung mit 
meiner Einteilung der sozialen Gebilde), dass sie nicht organisierte Gruppen oder 
Gemeinden seien, sondern eben Verbindungen von Leuten, die ahnliche 6ko- 
nomische Interessen besassen. 

Er sondert zunachst drei Haupttypen der Schichten: Kasten, Feudalsysteme 
(Estate Systems ) und Klassen; er stiitzt diese Dreiteilung durch eine klare geschicht- 
liche Ubersicht. Verwunderlich ist, dass er nicht die Kasten als eine Ubersteige- 
rung der Stande ansieht. Man kénnte vielleicht sein Wort «Estate» nicht mit 
«Grossgrundbesitz», sondern mit «Stand» iibersetzen. Aber seiner anfangs ge- 
gebenen Dreiteilung (Caste, Estate System, Class ) folgt alsbald eine andere, namlich 
Class, Status Groups und Power (!). Das gibt Unklarheiten. Er hat dabei nach der 
fiir die Vergangenheit berechneten erstgenannten Dreiteilung bei der zweiten 
moderne Verhiltnisse im Auge, unterscheidet also Stand, Klasse und — er benutzt 
dieses Wort nicht — Elite. Dabei verkennt er nicht, dass Wirtschaftsordnung und 
« status order» dicht verkniipft sind; sie miissten aber begrifflich auseinandergehal- 
ten werden. Sehr ungliicklich ist die Verwendung des Wortes Macht (power) als 
Schichtenbezeichnung; gemeint sind, wie gesagt, Elitent. Macht kann nicht selbst 
ein Gebilde sein; sie ist ein Zustand, der sich aus einer bestimmten Situation einer 
Gesellschaftsschicht ergibt. 

Begreiflicherweise steht weiterhin die «social mobility» im Vordergrund, wobei 


1. Vgl. L. v. Wiese, « Die leitenden Eliten», Universitas, 10. Jahrg. 1955, Heft 3. 
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aber wieder das Wort Mobilitat, entsprechend dem Thema der Arbeit, nur fiir 
Auf- und Abstieg verwendet wird, wahrend die horizontale Standortsveranderung 
nicht zur Sache gehort. 

Den Nicht-Amerikanern wird der zweite Teil (ab S. 29) wichtiger sein. Hier 
werden eindrucksvoll europaische und amerikanische Verhaltnisse verglichen. 
Es handelt sich im vierten Kapitel um die Gestaltung der « Lebenschancen» in 
den Vereinigten Staaten, wobei auf die Einkommensverteilung, auf die Berufs- 
statistik, die Aussicht am Leben zu bleiben und auf Schulverhaltnisse eingegangen 
wird. Dem schliessen sich im folgenden Kapitel Betrachtungen iiber Prestige, 
Lebensstil und Standesgruppen in der amerikanischen Gesellschaft an, wobei auf 
das Ubermass von Cliquen und inoffiziellen Gruppen (informal associations ) ein- 
gegangen wird. Der «American way of life» zeige sich in den vielen Richtmassen 
fiir die materielle Lebensfiihrung (consumption patterns) und sonstigen Regeln fiir 
das Familienleben und die Sexualitat. Die rassischen und ethnischen Unterschei- 
dungen sowie die Gestaltung des Gemeindelebens bilden den Abschluss. Das 
sechste Kapitel nimmt das Eliteproblem auf. Es werden offizielle Autoritat und 
inoffizielle Lenkung (formal authority and informal controls ) unterschieden. (Leider 
wird sehr oft bei uns oberflachlich «formal and informal» mit «formell und in- 
formell» und das Wort control irrefiikrend mit Kontrolle ins Deutsche iibersetzt.) 
Zuletzt wird die Frage aufgeworfen, ob es in den Vereinigten Staaten einen 
nationalen Elitenaufbau gebe. Die politische Macht organisierter Gruppen von 
Geschaftsleuten zeige sich viel mehr in den Kommunen als in der nationalen Ge- 
samtheit. Die beiden letzten Kapitel gelten dem Klassenbewusstsein und schliess- 
lich der social mobility in Amerika. Das iibliche Vorurteil, dass dort der Berufs- 
wechsel von einer Generation zur anderen sehr haufig sei, wird eingeschrankt; 
auch die verbreitete Redensart, Amerika gehére der Mittelklasse, wird vorsichtig 
interpretiert. 

Wenn mir auch im zweiten Teile die Anordnung in der Behandlung der Pro- 
bleme anfechtbar erscheint, so lasst sich nicht verkennen, dass hier auf wenigen 
Seiten Wesentliches iiberzeugend dargelegt wird. 


Universitat Kéln (Deutschland ) L. v. WIESE 


H. Tue. Linear Aggregation of Economic Relations. (Contributions to 
Economic Analysis vu.) Amsterdam 1954. North-Holland Publishing 
Company. 216 p. hfl. 18.— ($ 5.00). 


This scholarly analysis could be properly evaluated only by an expert eco- 
nometrician. But even those who, like the present reviewer, can manage only the 
simpler types of econometrics will be able to appreciate that it is by far the most 
thorough treatment of aggregation yet to appear. True, it is not a completely 
general analysis because Theil is almost entirely concerned with linear relations. 
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But that, one imagines, reflects a practical origin and purpose of the study. For 
linear equations are almost indispensable in econometric models, and problems 
of aggregation must have cropped up at many points in connexion with the model 
used for planning economic policy in the Netherlands. 

From this standpoint it is disappointing to find that the analysis exposes diffi- 
culties which seem beyond practical solution. Theil shows that a solution of the 
problem of aggregation can, in principle, be found for all equations in which the 
explanatory variables can be regarded as exogenous. But the solution, in all cases, 
requires a full knowledge of micro-parameters in individual equations. The boldest 
and best informed statistician may well despair of satisfying such a requirement. 

When, moreover, we consider the structural equations of an econometric model 
no solution can be found, even in principle. The reason is that the method for over- 
coming inconsistencies between one macro-equation and the corresponding micro- 
equations is shown to be generally inconsistent with the method for overcoming 
them in the case of another macro-equation. 

The basic idea behind Theil’s analysis may be sketched by means of a simple 
example of demand for sugar. The demand of the i-th household is y;, its income 
xj, the price it pays for sugar x,;, and its family size x,;. We have: 


. . . (mt ccck 
(1) I,=4, “By i*; u. 


iA=t, 2 3 


Ordinary definitions of the corresponding aggregates are: 


_ te yr 
(2) y “J; + hs y 


So far we have 41 + 4 variables and I + 4 equations. Pu and others (Econometrica, 
1946) have shown that any single macro-equation can be derived from a set of any 
corresponding micro-equations only if we can decide the distribution of the ex- 
planatory aggregate variables among the individual units. Theil, in effect, decides 
this by postulating auxiliary linear equations which seem to reflect the complex 
interdependence of economic variables. 

(3) oh A,; © B,, ;%;+ Vi 

These additional 3I equations now permit the deduction of a macro-equa.ion. 
The mere fact that micro-equations are linear does not imply linearity of the macro- 
equation but Theil postulates such linearity through (3); hence 


(4) y=at *'8,%, +u 


His problem is to relate these macro-parameters to the micro-parameters, 
given linearity in both types of equation. He deduces: 


(5) 7 = 2a, + R2A, By; 
B= % yi 2B, :B,; v= 1,23. 


_y — 
unm Lu + 2YV, 5B, 
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This is an uncomfortable result, not so much because of the complexity of the 
above expressions, as because they reveal an “aggregation bias’. No macro- 
parameter is a linear function of the corresponding micro-parameters alone, but 
of all the micro-parameters. We shall, therefore, get different results in estimating 
the effect of a change in any explanatory variable upon the dependent macro- 
variable according as we proceed directly from the macro-equation (5), or indi- 
rectly from the micro-equations (1). We shall also get somewhat different estimates 
of the macro-parameters by using different statistical methods, since these will not 
give identical estimates of the A’s and B’s in (3). Finally, the error term in the 
macro-equation, u, may be much larger than the sum of errors in the micro- 
equations, as will its variance, and its expected value is unlikely to be zero. 

All these disadvantages disappear by applying the “‘rule of perfection’’. Theil 
shows that 


(6) X'4,;-0 
2B, ;= 0 rts 
“By =! Vea 
2V,;=0 


The necessary and sufficient condition for perfect aggregation is thus: 


(7) B,; = b,; for all i,j =1...1 and for each 
A= I, 2, 3, 
for then 
(5a) a= x4, 
B, 7 B,; 2 b,; 
u= Lu, 


This, of course, is an almost impossible condition to realise so long as aggregates 
are defined as simple sums or averages. But it is satisfied if aggregates are redefined, 
in a way reminiscent of Klein’s earlier attempt (Econometrica, 1946), as special fixed 


weight averages, i.e. as 


(2a) x.=— Jr,.x,. 
Ag ae Ri 
Bai 
r,.= 
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(1a) J,=4,+ Le (7, %;) + uy; 
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so that simple addition of these micro-equation now gives: 


rr. re 
(4a) = < a+ 26%, 


+ Lu. 
i 1 

These results refer to a single macro-equation involving aggregation over indi- 
viduals. Theil goes on to show that the rule of perfection may also be satisfied by 
similar, if more complex, fixed weight averages in cases of aggregation over 
commodities, over time periods, and for reduced form equations of econometric 
models. 

But “perfect” reduced form macro-equations may involve somewhat different 
definitions of aggregates for the same micro-variables. Even if there are no diffi- 
culties about identification, therefore, it will usually prove impossible to deduce 
structural macro-parameters from the reduced macro-parameters. Worse still, the 
parameters so deduced would seldom give structural macro-equations which are 
perfectly consistent with the corresponding micro-equations (in spite of consistency 
between perfect reduced macro-equations and their reduced micro-equations). 

The importance one attaches to these difficulties in regard to models will 
depend on views about the possibilities of alternative methods and the importance 
of squaring macro-results with micro-theory. So far as estimation and prediction 
are concerned, Theil’s results would seem to strengthen the hands of those who 
favour single equation procedure. He thinks, however, that models have no strong 
competitors in dealing with problems of policy and that they have not been so 
unreliable that we can afford to abandon them. 

Many will dissent from this view, but most model users, for whom alone the 
problem of reconciling macro-equations with micro-theory is seen to be acute, 
will share Theil’s concern with this problem. They require economic theory to 
suggest appropriate sets of variables, to suggest limitations upon parameters, and 
to interpret results. So long, moreover, as people have any freedom of economic 
action, theory must run in terms of individual behaviour. 

It should be clear that this book is concerned with important problems and 
offers much valuable insight. The argument is rigorous and somewhat condensed, 
but skilful use of illustrations and judicious summaries greatly assist understanding 
by those who have only a modest mathematical equipment. 


Auckland University College, C. G. F. Simkin 
Auckland (New Zealand) 


Knut WIcKSELL. Value, Capital and Rent (1893). Translated by S. H. 
Frowein, Foreword by G. L.S.Shackle. London 1954. Allen & Unwin. 
180 p. s. 18/-. 


The recent appearance of this translation of Wicksell’s first theoretical treatise, 
Uber Wert, Kapital und Rente, Jena (1893), should prove welcome both to scholars 
of the history of economic thought and to beginners in mathematical economics. 
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In this slender volume Wicksell succeeded remarkably well in doing four things at 
the same time. In the first place, he presented a succinct exposition of the classical 
and of marginal utility theories of value. Secondly, he made several original and 
significant contributions to the marginal productivity theory of distribution, not 
least with respect to one of its most disputed aspects, the so called product-ex- 
haustion theorem!. Wicksell was apparently the real discoverer of this theorem. 
He stated it quite clearly in literary form in the preface to this work (p. 25 in this 
translation) and he elaborated it later in this treatise (p. 120-135). Thus his 
exposition of the total and determinate distribution of product when factors of 
production are remunerated in real terms according to their respective marginal 
value productivity preceded that of Wicksteed (whose demonstration of the same 
relationship has become better known) by at least a year. 

Thirdly, Wicksell laid the basis here for a theory he developed more in later 
writings concerning the relations of distributive shares to one another (p. 127 ff. 
in this work) under conditions of net investment and technological change. His 
observations concerning these relations were revived and elaborated decades later 
by J. R. Hicks in his Theory of Wages?. 

In the fourth place, Wicksell also proceeded to a critical evaluation of Bbhm- 
Bawerk’s and Walras’ theories of capital. As a matter of fact, he presented a 
thoroughgoing revision, by means of which he effected a generalization and ex- 
tension, of Bbhm-Bawerk’s more narrowly conceived analysis of capital and the 
role of time in production. As a result of these endeavors Wicksell arrived earlier 
than others at a very elegant and timely synthesis between the Austrian and the 
Lausanne approaches to economic theory. 

Throughout his treatment Wicksell reverted time and again to the use of 
mathematics to bring out proofs of difficult parts of his discussion, and to show the 
range over which his conclusions possessed validity. As a result, Value, Capital and 
Rent is, in fact, an excellent introduction to mathematical economics. One of its 
great virtues is that it is so written that it is accessible to all students who have some 
knowledge of the elementary calculus. 

In retrospect, it is a matter of regret that a work of such a high order of ori- 
ginality and craftsmanship as this apparently suffered neglect from the outset. 
Wicksell arranged for the translation of the Swedish manuscript of this treatise 
into German in the hope it would attract the attention of leading continental 
economists, notably of Bohm-Bawerk, Wieser, Menger, Walras, Pareto, Barone. 
Among these, BGhm-Bawerk was probably the only one who read it carefully. 
But his inability to cope with and fully to understand the mathematical demon- 
strations in this book prevented him from making effective use of it or from re- 
ferring to it frequently in his own teaching*. However, if it had received as much 
recognition on the European continent as it did in England some forty years after 


1. One of the best discussions of this theorem and its fate occurs in Chapter xu of G. J. StiGLEeR’s 
Production and Distribution Theories, p. 320 ff., Macmillan, New York 1941. 

2. Vide J. R. Hicks, Theory of Wages, p. 121 (incl. foot-note) ff.,and p. 234, Macmillan, New York 1932, 

3. A passage in the preface of Finanztheoretische Untersuchungen, (p. vi), records Wicksell’s admission that 
in publishing this second treatise of his he had heeded BGhm-Bawerk’s advice to reduce the use of mathe- 
matics to the very minimum needed for certain important demonstrations. 
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its original publication (where it was “rediscovered” in a search for Wicksell’s 
monetary writings), it is likely that progress in theoretical analysis in continental 
Europe may have been enhanced by a generation or so. 

As it was, Wicksell labored on, issuing his treatise on public finance, Finanz- 
theoretische Untersuchungen in 1896, then his epoch-making Geldzins und Giiterpreise 
or Interest and Prices, 1898, and, a few years after the turn of the century, his Vor- 
lesungen tiber Nationalékonomie or Lectures on Political Economy, in two volumes. But 
it is noteworthy that these works also were not well received initially, neither in 
Sweden nor abroad. 

Outside Sweden Wicksell’s influence on continental economic thought was 
very slight until the 1920’s. It was probably first felt in Austria due to the imposing 
reputation of his friend B6hm-Bawerk, and later due to the influence wielded by 
Béhm-Bawerk’s celebrated students, notably von Hayek, von Mises, and Répke. 
After World War I, Wicksell’s following in Germany grew very rapidly, because 
his monetary writings contained such convincing theoretical models of the hyper- 
inflation that unfortunate country was undergoing. 

Except for the word «Rent», which might to greater advantage have been 
replaced with «Interest» in the title of this work, this translation of Uber Wert, 
Kapital und Rente is excellent, true both to the spirit and the letter of the original. 
This reminds us that at present only one of Wicksell’s books has not been translated 
into English, namely Finanztheoretische Untersuchungen. This treatise continues the 
analysis of Value, Capital and Rent into the realm of public finance. It was in Finanz- 
theoretische Untersuchungen that Wicksell, among other things, gave rise to a doctrine, 
which has since become widely adopted by economic theoreticians in their analysis 
of the public economy and of the socialist state, namely that publicly operated 
enterprises should be guided in their production policy by the marginal-cost- 
equal-to-price criterion. In other words, even if supplementary costs might have 
to be met from general revenues, public enterprises should strive to produce the 
output for which marginal cost equals price. For this and other reasons, it would 
be desirable to have a translation of the preface and of the first 164 pages of 
Finanztheoretische Untersuchungen at hand. The remainder of this work, p. 165-352, 
deals with a sketch of the evolution of the Swedish system of taxation up to about 
1890. It should not be translated, mainly because it lacks general interest, and in 
addition, because it has been superceded by subsequent historical research in this 
field. 

It would be fortunate indeed for the rounding out of Wicksell’s theoretical 
heritage to English-speaking posterity if Mr. Frowein, or someone with com- 
parable linguistic and literary talents, might be persuaded or induced to produce 
as felicitous a translation of the theoretical chapters of Finanztheoretische Unter- 
suchungen as he has done of Uber Wert, Kapital und Rente. 


University of California, Car G. UHR 
Riverside, California (U.S.A.) 
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HERMAN Wo Lp. A Study in the Analysis of Stationary Time Series. 
Second edition, with an Appendix by Peter Whittle. Stockholm 
1954. Almqvist & Wiksell. vim, 236 p. S. Kr. 28.— 


This book consists of two distinct parts, the first essentially the same as the 
first edition with minor revisions, and the appendix by Peter Whittle. In the first 
part, the mathematical treatment of stationary processes is given rigorously, 
though many proofs are omitted; this omission of proofs makes this part readable 
by someone with only a rudimentary knowledge of advanced mathematics, which 
would otherwise not be the case. Also, a detailed study is made of the classical 
schemes of periodic component plus error, linear autoregression, and moving 
averages. A rather detailed and elementary analysis is made of the various 
periodogram methods of dealing with the periodic component plus error, and 
the other schemes are treated by direct moment methods. 

In the appendix, some of the modern developments are treated. It is unfortu- 
nate that the recent results of Tukey and the careful treatment of estimation of 
spectral density by Grenander and Rosenblatt were not available at the time 
this book was written. 

A rather good treatment of estimation and testing is also given. An expression 
is given for the asymptotic covariance matrix of the maximum likelihood esti- 
mates under normality, and some remarks are made about the actual compu- 
tation of the maximum likelihood estimate. In the appendix, most of the proofs 
are omitted, and this makes for greater readability than would otherwise be the 
case. Due to the rather intensive treatment in so few pages, the reader will find 
the appendix more difficult than the main text, but well worth while. 


University of Oregon, Eugene, Oregon (U.S.A.) HERMAN RUBIN 


BARBARA Wootton. The Social Foundations of Wage Policy. A Study 
of Contemporary British Wage and Salary Structure. London 1955. 
George Allen & Unwin, Ltd. 200 p. s. 15/-. 


This is an ambitious critique of classical wage theory and also a challenging 
attempt to demonstrate how wages are “really”’ determined in Britain. We cannot 
always be quite certain whether Professor Wootton is chiefly concerned with the 
shortcomings of wage theory in explaining the general wage level, a specific rate, 
wage differentials, gross earnings, or perhaps something else, but the need for close 
and careful definition of terms is possibly not central to her purpose. 

Her central thesis is that wages and of course salaries are determined in the 
first place not solely or even principally by economic forces but rather by powerful 
conservative social factors. At the least, she argues, the models of the economists 
do not really advance our understanding of, or enhance our ability to predict, 








of 
we 
wl 
de 
of 


co 


pa 
ta 








BESPRECHUNGEN — COMPTES RENDUS — REVIEWS 463 


general or specific wage movements. These models operate only within the limits 
of their unrealistic and inadequate assumptions. She proposes, therefore, that it 
would be better to start from “‘ the other end’’, that is, with an analysis of the factors 
which the economist calls frictions, and “‘to treat those factors as the primary 
determinants of wage-rates rather than as tiresome accidentals blurring the outline 
ofa theory constructed to explain conditions which are free from such disturbances’’. 

This review would lead too far ifit were to deal in detail with Professor Wootton’s 
collection of “‘some economic curiosities” of British wage structure that she uses 
in support of her criticisms. A substantial share of her data is devoted to a com- 
parison between pre-tax incomes of teachers and industrial workers as represen- 
tatives of different groups in the social structure. Wage data, she notes, are generally 
hard to come by because people are reluctant to discuss their incomes; in fact, 
the higher the income and social position, the greater the secrecy. And since data 
are scarce and unreliable, no wage theory is capable of proof or disproof. Along 
the way, Mrs. Wootton also draws our attention to the shortcomings of wage theory 
in explaining geographical, sex, and age differentials since these are really based, 
more often than not, on non-economic factors. 

The study includes a detailed and at times challenging and insightful analysis 
of the policies of major institutional wage determinators in the British economy 
(government, employers, unions, and arbitrators), the chief methods of modern 
wage determination (collective bargaining, minimum wage legislation, and arbi- 
tration), and the major arguments generally advanced (cost of living, inter-industry 
comparisons, skill differentials, labor scarcities, etc.). In essence, we are left with 
the conclusion that “‘wage discussions are only an elaborate rationalization in 
defence of the existing order’’. In this respect, for once, Professor Wootton concedes 
that orthodox wage theory and the major institutional forces are entirely in agree- 
ment. In their basic conservatism, theorists and practitioners become defenders 
of the existing social order marked by privilege and inequality. 

It is at this point that she introduces her proposals for a more rational, that is 
equalitarian, wage policy to be promulgated, supported, and applied by an 
equalitarian-minded government. Thus, this study, which began with an attack 
on the economists for constructing an internally consistent but nevertheless mean- 
ingless and impractical wage theory, concludes with the formulation of principles 
underlying a supposedly more rational wage policy within the framework of a 
non-existent and rather unlikely society. 


Cornell University, Ithaca, N. Y. (U.S.A.) Joun WINDMULLER 
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(List Gesellschaft E. V.) 


The first Frederic List Society, under the direction of the 
late Professor Bernhard Earms of Kiel, gained international 
renown and its work has left a permanent impress. The 
Seciety published a monumental edition of the complete 
works of Frederic List. Furthermore, through research, 
public discussion and publication it clarified the problems 
of German reparation for war damage, of capital formation 
and taxation and of agricultural planning. After the 
completion of its editorial task in 1935 the Society dissolved 
of its own accord in order to avoid the control of the 
political régime of the day. 

Now, some of the survivors have decided to reestablish 
the Society. The new List Society was inaugurated in a 
formal ceremony at Reutlingen on June goth, 1955, in the 
presence of the President of the Federal Republic of 
Germany, who assessed the importance of the work of List. 
It sponsors a research institute which is directed by Pro- 
fessor Herbert von Beckerath, who has returned to Ger- 
many after 20 years of academic activity in the United States. 

Two circumstances prompted the surviving members of 
the old List Society to establish a new foundation after such 
a long interval. Firstly, there had come numerous requests, 
not only from Germany and Switzerland but also from 
France, for the establishment of such a forum. Secondly, 
the founders themselves felt that the new List Society 
would find important and urgent economic tasks to per- 
form, although the framework in which it would function 
and the goals which it would pursue would be somewhat 
different from before. 


1. There is a need for a private institution which is in a 
position to bring experts in the field of science, business, 





























politics and administration in various countries together 
in a joint effort of politico-economic research. The work 
and research of experts from various nations must be 
integrated and discussed. 

2. Nothing seems more important at present than to further 
the education and training of competent leaders in 
business and public life. This is to be one of the main 
endeavors of the List Society. 

3. It is important that the work of economic and statistical 
research institutions and also that of economic and trade 
associations should be coordinated. In the near future 
the List Society will announce a program containing a 
plan for research into three important problems, namely 
the problem of enterprise and plant management in a 
dynamic economy and society, the problem of the impact 
of the nuclear-energy techniques on the economy, and 
the problem of European economic integration. 


The new List Society, like the old one, wants to be judged 
not by its programs but by its achievement. Nevertheless, 
in order to function and produce results on the lines indi- 
cated above, the Society needs to be assured, by the acqui- 
sition of a large number of individual and corporate 
members, of receiving from science, business and adminis- 
tration, on a broad international basis, the same measure 
of active and effective support as was enjoyed by the old 
Society. 
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